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LETTER OF TRANSMITTAL

AN

February 16, 1951

Dear Mr, Presi@ent:

We have the honor to transmit the report on policies
and practices recommended to be followed by the Federal
.Government in the communications field, which was called for
by Executive Order 10110 of February 17, 1950, establishing -
the President's Communications Policy Board, ~

Lt s .. During the yoar since our appointment, we have
T oxamined many phases of the problems of national telecommuni-
: cations policy and practice, We have consulted the best-

. qualified Government and private sources, 4 small professional
staff has studiod special phases of the field.  The major
results of these consultations and special studles are embodied
in our report.

The Boa:d is-in}unanimous agreement dn the conclusions

:’expfessed. I
o - . Respectfully submltted,

-Le; A. DuBfidée.
" o willia}n L. Everitt | |
| | . James R, Killlan,Jr.
SR o | David H. .OfBrie'h'-

'A;‘., " Yrvin Stewart, Chairman
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INTRODUCTION
‘THE PROBLEN POSED

‘Pressing problems in the operation of the nation's wire and

radio communications facilities led to the creation of the

. President's Communications Policy Board on February 17, 1950.

In his letter of that date to our Chairman, the President

. declared that there is "a major public interest in assuring the

elose relationships of the telecommunications serviceg==radio, tele=

i

phone, and telegrabh—-and the influence of goVernmental operations A

- on the system. The President therefore asked for a comprehensive -
v inquiry that wouid view the specifie problems as parts of the
a_:"broader problem of developing a total national‘communicétions

. poliey." The text of the President's letter followss

= UMy dear Dr, Stewart:

"Gommunications services represent a vital resource in
" our modern society. They make possible the smooth functioning
. of our complex economy., They can-assist in promoting inter=-
 national understanding and good will; they constitute an im=-
. portant requirement for our national security. There is,
" aecordingly, a major. public interest in assuring the adequacy
and efficiency of these services. '

- "Developments in this field during and since the war have
‘. epeated & number of problems which require careful consider=
: ation at this time. The extent to which the Government should,
% - in time of peace, continue to operate its own communications
% facilities 1s one such problem of current importance. The
- question of merging the overseas operations of our commerclal .
communications companies also requires objective reviews The

© - RESTRICTED
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5

most pressing communications problem at this particular time,
however, is the scarcity of radio frequencies in relation to the
steadily growing demand., Increasing difficulty is being experi-
enced in meeting the demand for frequencies domestically, and

even groater difficulty is encountered internationally in o,
attempting to agree upon the allocation of available frequencies
among the nations of the world, In the face of this growing
shortage, the problem of assuring an equitable distribution of

the available supply of freguencies among all claimants, both -
‘governmental and private, is rapidly assuming major prominence.

"Problems such as thess cannot adequately be considered on
a piecemeal basis, They must be viewed as parts of the broader
problem of developing a total national communications policy,
designed to assure thé most effective utilization of the various
forms of communication facilitics, and the full satisfaction of —
those needs which arc most essential to the broad public '
intercst, An over-all, objective reviow of this entire situa-
tion is urgently needed. '

"I am therefore establishing by Executive Order a temporary
Communications Policy Board of 5 members to study and to make
recommendations to me on the policies and practices which

‘should be followed by the Federal Government in this field in *

order best to meet the broad requirements of this Board., In

view of the need for early action in this field, T should like

- .\31, 1950,

to receive the Board's final report by no later than October

"Tho Executive Order establishing this Board states that the
Board shall study the prosent and potential use of radio and
wire communications facilities by governmental and non-govern- ;
mental agencies, The Order further states that the Board shall T

- make recommendations in the national interest concerning (a)

policics for the most effective use of radio frequencies by
governmental and non=-governmental users and aslternative adminie
gtrative arrangements in the Federal Govermment for the sound
effectuation of such policies, (b) policies with respect to inter- -

. national radio and wire communications, (¢) the relationship of

governmont communications to non-government communications, and

- (d) such related policy matters as tho Board may determina,

"I fesl that the problem of radio frequencies will bs one

- of the most important areas for the Board's investigations, I

hope that, as a result of its studies, tho Board will be able
to recommend possible means for conserving frequencies, as well
as standards for determining the relative priority of competing

' RESTRICTED .
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claims for frequencies, and possible administrative arrarge-
ments within the Government for assuring, on a continuing
basis, a sound and equitable allocation of the limited fre=

quency supply.

"T believe that the studies to be undertaken by the
Board aro of vital importance to the economy of this Nation,
to our international relations, and to our national security.
I am suro that you will recoive tho full cooperation and
asalstance of all parties concornod, )

il Sincerely yours,

HARRY S. TRUMAN®

The Executive Order referred to in the President!s letter roads .

as follows:
- WEXECUTIVE ORDER # 10110

v
- e e

WPRESIDENT'S COMMUNICATIONS POLICY BOARD

'"ByVVirtue of the authority vested in me as President of the
United States, it is hereby ordered as follows:

"1, Thore is hercby created a board to be known as the
President!s Communications Policy Board which shall be composed
- of a chairman and four othor members to be designated by the
Presgident. ' .

"2, It shall be: the function of the Board to study the
present and potential use of radio and wire commmnications
facilities by governmental and non-governmental agencies and %o
meke and present to the President evaluations and recommendations
in the national interest concerning (a) policies for the most
offeetive use of radio frequencies by governmental and non-
governmental users and alternative edministrative arrangements
in the Federal Government for the sound effectuation of such
policies, (b) policies with respect to international radio and
wire communications, (c) the relationship of govermment com=
minications to non-government communications, and (d) -such
~y related policy matters as the Board may determine,

A
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: "3, The Board is authorized to hear and consult with

. representatives of industry and the Federal Government con=
cerned with the subjects under study by the Board, All
exscutive departments and agencles of the Federal Government
are authorized and directed to cooperate with the Board in

“its work and to furnish the Board such information as it
may require in the performance of its duties, The Board
shall protect the security of any classified information
submitted to it, '

. M4ie Each member of the Board shall, while away from his
“Home or regular place of husiness and engaged in the official
business of the Board, receive actual traveling expenses and
- per diem allowances in lieu of subsistence in accordance
- with rates established by the Standardizgd Government Travel
Regulations, as amended,

"5, During the fiscal year 1950 the expenditures of
the Board and the traveling expenses and per diem allowances
of the members thereof shall be paid out of an allotment

. - made by the President from the appropriation appearing under
puts ' . the heading "Emergency Fund for the President" in the Inde=-
ey pendent Offices Appropriation Act, 1950 (Public Law 266,

v R ~ approved August 24, 1949); and during the fiscal year 1951
: '~' the same shall be similarly paid from any corresponding or

++  like appropriation made available for the fiscal year 1951,
", Such payments shall be made without regard to the provisions
of (a) section 368l of the Revised Statutes (31 U.5.C. 672),
: (b) scction 9 of the act of March 4, 1909,. 35 Stat, 1027
~ . (31 U.S.C. 673), and (¢} such other laws as the President
may hereafter specify, : : :

R Y

S S ' "The Board shall terminate one ycqr'after the date of
R this order, ‘ : ' .
|  HARRY S. TRUMAN
THE WHITE HOUSE, - S
Februaky 17, 1950."

P
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immlses speeding through theso facilities convey intelllgence of

* all sorts throughout the couniry and to other nations of the world,

When wires and cables afé usaed as the sole media through which
they are transmitted, it 1s not diffiecult to control these impulses,
Whon the transfer of elootrical enorgy is made by radio through the
medium popularly called the Yether," sgerious problems arise,

Many of these problems stom from the fact that the other is public

property available to all the people of the world, and the further fact,: -

that there is & 1limit to the number of. electromagnetic wavos Which can {

travel through it without interfering w1th one another,
If interference is to be avoided, it is obvious that both national
and international users of the radic spectrum must reach accord on

equitable sharing of this 1imited medium, . Gonsequepily,Vtelecommuni-

L

~ catlons must be considered both from a national.and from an inter-

hatibnal point of view,

The.telécommunications system of the United States is engaged

basically in the transfer of .information from one person to another,

Yet information about the system is inadeqﬁate.-_As part of our

studies, we have gafhered facts that £ill some of the important gaps,.
The recognition that there are other gaps and that they too must be

filled underlies several of the rocommondations of policy and action

which we shall make,

—-Iﬂibur~quest for solutions to the problems of felecommunications,

wetsurveyed the facilities available today and the difficulties

' RESTRICTED -
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encountered in their operation, reviewed the troubles that have caused
growing pains in the development of the system, and sought symptoms
of future ills, ‘
- ””*ﬂ»Boﬁh”private-and public agencies opsrate in the telecommunications
system.. We have found inescapable evidence of serious difficulty,
not confined to the United States alons, buf international in scope,
: ih the management and use of the woridwide but limited rosource of
.the radio frequency spectrum, There is indication of économic danger
for some private companies, and of a lack of help on the part of

Government agoncles in avoiding that danger, There is evidence of

confusion of responsibllity among Government agencies which from time . . .- - -

to time have beon established for the regulation of parts of the‘
system, These are prineipal among the disconcerting facts which our

bstudies-have.disclosed.

-

Not all the facts are disconcerting, however, We have also found

- reason for no small amount of éncouragement; There aré many--and they

are among the 1argest--areas of the telecbmmunications gsystem, both
. public and private, in which standards of efficiency; économy, and per-
formance are superb.‘lThere is a spirit qf cooperation among the com~
ponent organizations--public and.private¢ There is 1n existence an
administrative structure which, if proberly étrengthened, can become
afl effective central instrument to foster a vigorous telecommunications ’

system,
v . : .
.  BESTRICTED
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Special Problems of Telscommunicatlons

Telecommunicatione present a special combination of techﬁological,
economic, social, and political problems. The telecommunicatiens
_system as e whole, public and private, depends to an unusual degree
upon a technology which is changing and growing with marked rapidity.
The task of adjusting organization and practice to take advantage
of these technological advances and opportunities is compiicated,
howevor, by the intimate connection of tolocommunications with both
themﬂetiona¥ eecurity and the internationai relations of the Uniteda
States, quifical considerations -may require commercial carriers to
»mainte;p unp?ofitable circuits to certain overseas points., Economic

prospects may counsel against heavy inveetment in the latest and most

_:expensive high-speed cable equipment, yot the requirements of national

‘ defense may Justify such an outlay.

The radio sector of our telecommunicatlons system is further

complicated by the fact that radlo operates in the publlc domain,

l'A

- The posszbillty of 1nterference nocessitates domestic and internatlonal

efforts to arrlve at agreemenbs for the apportionment of radio fre=-
quencies. Here agaln, ‘efforts to take full advantage of new develop-
monts must proceed in the 'short run within the limits of existing -
agreements, and may‘be hampered or‘helpedein the long run by the results
b offorts to negotiate new onos.

Speeial ecenomic pressures have bornse heavilj on some of the

nﬁtion'e telecommunications companies. 'Afr mail and 1ong-dietence

_ . RESTRICTED |
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tolephone service have reduced tha potential aemahd for telegraphic
services, American companies engeged in OVerseae,operatione have
becen competing with cach other for markets and in dealing with
forelgn moﬁopolies. In this latter case, American companies have
het with a special obstacle: The competition among Americen firms‘
offers foreign monopolies the opportunity te play American competitors
off against each other. The Federal Government's own international
tolecommunications network, which has grown to vast proportions in
rocent years, hae handled traffic which might have been sent over
commoﬁ carrlers. |
- | : ' The merging of private companies engaged in internationel radio

“and cable communications has at times been advocated as a way of

| easing their position., In the domestic field, merger of the telegraph
companies has already occurred, It has been further;adﬁocated that
- the merged company acquire the record communicetiona business of the

' telephone company--its teletypewriter exchange and 1eased 1line

sorvices,
-~ o - Continued operation of the privately\owned companies is essential
~ o the national security, but nowhere do we find provision within tﬁe

Government to insure that Government policies do not inadvertently
affect the economic well-being of these companies,

? ‘We have found that-the Federal Government, has cnpountered ‘meny
difficulties in 1ts efforts to keep Up with the growth and increasing

cbmplications qf the nation's telecommunications structure. Some of

| RESTRICTED
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these difficulties are suggésted in the chapters on domestic and
Technological progress in telecommunications is so rapid'thatvit
could quickly alter the character of the entire structure., This

fact requires special vigilance on the part of the regulatory agencies,

"Specific Issusg

For analysis, wo resolve these geﬁeral problems into five specific
issues, They are:

‘1, How shall the United States formulate policles and plansAfor
guidance in reconciling the conflicting interests and needs of‘Govern-
ment and pri&ate users offthe épectrum space~--that 1s, for guidance in
making the beét use of its share of the totallspectrum? .

24 Hoﬁ shall the United States;meet the”recufrenthproblemmof

‘ managing its total telecommunications resources to meet the changing

demands of national security?

53. How shall the United States develop a natibngl policy and
'position'for_dealingrwith ofher natibnéu in ééeking intefnatiqnal'tele-
communiéations agreéménts? . | |

Ls How shall the United States develop policies and plans to

 foster the soundness and vigof'of its telecommunications industry in

tho*fécerf:new technical developments, c¢hanging needs, and economic
developments?

5, How shall the United States Government strengthen its organi-

" BESTRICTED ~
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The firot four of theso questions require brief explanation,

ti; Redonciling-Uges of the Spoctrum This tagk--which is known

as frequoncy management--is ene of ehorthous technical complexity., Dir-
ferent portions of the spectrum have radically difforent propagation
characteristics; that is, their range and dependabillty vary. Somo
are nsable for long-distance and others only for short-haul purposes,
Thelr efficiency also chanpes from night to day, and from day to day,
and is affected by sun spots and by atmospheric conditions,

By better management of the spactrum, much more could be done ,,;'

with frequencies now available. There is opportunity for more effective

1 sharing of frequencies, for more intensive use of individual frequencies,

and inereased economy in kilocycles assigned“to oach cirecuit.

The assignment of space in the spectrum amonglprivate users (in—;
cluding state andvlocai but not Federal Government agencies) is a
respeneibility-of the Federal.Commmnications Commission (FCC). The

total amount of such space available for assignment, however, is not

determlnedrby the FCC. In effect, it 1s determined by the Pre51dent,
" who is reeponeible'for>the assignment and management of those fre=

N quencies used by Federal Government agencies. The Interdepartment

Radio Advisory Committee (IRAC) 1s the instrumentality through which

frequencies are»assigned to Federal users, Thus far, no national

pblicy has existed to clarify this dual control of a eingle Tresource

and thus 1o ald in governing ‘the apportionment of space betwesen private

users and Government users as groups, Nb criteria have been established

RESTEICTED‘
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fﬁr use in choosing betweon the conflicting need& of a Govérnmeﬁt and
a non-Government user, By
2, National Security, In the present period of fecurrent crisis,

~-34. 18 1ikely that we shall be faced with a continmuing problem of ad-
justihémfhe use of telecommunicatiohs--especially.radio’frequencies--
to what may be violént fluctuations in the'réquirements for.national
security. Indeed, we may face a situation in which the President!s
emergency powers to control take over, or close down communications

facilities will have to be invoked, and arrangements for the delegation .

and exercise of those powers will be essential, We may also Lo faced
with the necéssity of creating wholly new teiecommunioatiqns facilitiesg;
Telecémmunications of course play a major role in the econoﬁ;c aﬁd-~
" cultural life of the nation, They are the vital nerve system of
‘ bour nodern military estaﬁlishment. When spectrum space is.insuffigient
i.to meet both the full needs of nationalvsecurity;and the”fullﬂneeésu;}»
other affalra, the latter must give way to the former, When the emef-
‘gency has passed, frequencies and facilities must be restored to
civilian use. Tolcreate an ad hoc|agency to meet each crisis would
be a clumsy expedient at best, and indeed the problems of transfer .
and retransfor of spectrum space and of facilities for using it are
- too complex for ad hoo control to be adequate. A continuing mechanism -
| o deal with this 51tuation is needed for the foreseeable future,
3; -In@ernational Aggeemgnts. Just as the United States has no

\

“eckear policy for apportioning its own shérafof spéétrum'spacé, 80 it'

ir;M; - . o
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has lacked satisfactory means of determining policy as a basis for negoe
tiations with other nations, The United States, in preparing positions
for international negotiations, has in effect asked Federal and other

clalmants to state their needs, and then presented the total as the

" United States requirement. In those portidns of the spectrum where

the total of these roquirements has been small enough to be accommo-
dated along with the needs of the rést of the WOrld, our delegations
to conforences have had a negotiable position, In some cases, however,

the totel stated requirements have exceeded not merely those which
i ’

could reasohably bé'pﬁt forward as_the proper United-States share, but

have actually exceeded the total physical content of the bands. Further-
more, there 18 no permanent mechanism by which the stated requirements
of United States users can be adjusted ﬁith equity and safety. The

impefative need fqr'means of making such adjuétmentg hardly reqﬁires

' elaboration.

L, Maintaining a Sound ;ggﬁstrv. The private telécommunications]

" industry of the United States is one of the nation's most valuable
assets in peace or in war. The normal 1life of the country is supported -

" and facilitated by it in numberless ways. In abnormal times, the in=

e

dustry can' place at the dlsposal of the nation its large reserve
capacity, built up because of its competitivg gtructure., This capaci%y
‘Helps to take up the immediate surge of military'requirements.' The

industry can release radio frequenciss, cable capacity, and other com-

-mumications facilities, when required for quernment'purposea, without

A
/
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geriously affecting its ability to carry the-civilian load,
Tt is essential that the industry be in sound economic condition.
Some of its components, however, have faced serious difficulties. To
meet theée situations, the companies have from time to time taken
o ‘ ' individual action, and from time to time'Government has been of assis=
tance to them in rate adjustments and other ways. |
' But there has been no long-range study. of the questlon, no long=
range planning, No agency of Government is in a position to take a
comprehénsive view of this problem, No agency ls qualified to advise
the Prgsident in fields-where the interests of private and Government
telecommunications use;s-are in conflict. - Meanwhile, in the absence

of guiding policy, the action of Government agencles could seriously

handicap the industry.

RPN | Scope of the Study
| ! We have spent nearly a year éeeking answers to these four problems
and also to the crucial question Numbor 5--"How shall the U. 8, Govern-
' ment strengthen 1ts organization to cope with these four issues?"
-In this study we foundlit'necessary to cbllect a large volume of infor-
, " nation--some of which was not readiiyvavailable in public documents,
" We were fortunate in Secufing the services of an exfremely competent
staff and we recei&édvaSticgrdial cooperation from all Government and
fbrivate agencies‘whom we consulted. -Many agencies went to great lenéths'

to supply detailed data on various phases of the problem,

N The most pertinent information which we collected is summarized in

Approved For Release 2002/01/04 : CIA-RDP$4-00499R000700100001-8




Approved For Release 2002/01/04 : CIA-RDP84-00499R000700100001-8

15,

the succeeding chapters of this report, and wo have given particular
attention to those subjects not adequately covered in existing litera-
ture, And yect there ére mahyiimportant phases of the subject which
we have covered only too lightly, in some cases becuuse there already
. exlsts available public information, but in sthef cases because we.  ;,; -
| d1id not have time to carry out the extensive research necesséry for
- an adequate treatment, In facf, as our study'progressed, Wwe became
' more énd more aware of the gréat complexity of the problem and of

the fact that no temporery or part-time board could do justice to the

entire problem,

| Critical to this study was an investigation of the nature and

.;f/"g extént'of the actual pressure for additional space in the radio fre-
l;uenoy spectrum. The‘picture of the situation prgsented_in Chapter IT
j is one of great complexlty. :In_many bands there is{extréme cqngggﬁ}on.f
,f;»:f The competitipn for frequencies for radio broadcasting and for tole-
"‘ﬁision is well known to all. Less well known but also criticéllis the
gituation in the band sultable for very long range communication--A to
“27.5 megacycles. In this band not only is there great neod for many |
. circuits, but because of propagation characteristics, two stations
: thousands ‘of miles apart may still interfere with each other if they
 operate‘on the same or adjacent frequencies. The problem 1mmedia§ely
5ecomes'one.for-complex international. negotiatlons, |

The degree of spéotfum crowding.varies-enormously in different

pdrts of the speotrum and in different,parts'pf the world, 4And opinions

. .~ RESIRICTED
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vary as to how serious the situation now is. But no one denies that
11 is getting worse and will continue to do so, Only vigilant in-
'Felligent management and vigorous pursuit of new technological possi-
bilities can prevent possible future chaos,

In Chapter IIT we turn attention to an analysis of the U, S, domest’

- wire and radio telecommunication facilities, tracing their technological

- development and the economic problems they face, These facilitics are

very largely priyately'owned--though the U, S. Government is a most
substantisl customer, But the great bulk of the facilitles available
for public meésage gervice--telephone and telegraph—-are owned b& two_‘
great regulated]mxtcompetlng monopolics--the American Telephone and
Telegraph Company and the Western Union Telegraph Company., These two

companies perform an invaluable public service, and it is important

for the Government to make sure they are intelligently regulated so

that the public and the Government may continue to receive the benefits

: of the irreplaceable service they supply.

We believe that this service can best be inaured by retaining
the'présent gystem of private owncrship. |
- The field of international telecommunication (Chapter IV) offers
far more puzzling problems, Thus, while the United States end of
overseas radlp telephone service is in the hands of s single company
(%he Bell Syctem), radio and cable telegraph services are offered by
several competing:companies. Fluctuating_intercational political and

cednomic conditions, the rapidly growing use by the U, 8. Government of

RESTRICTED
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international communication facilities (many of which are Government
owned), competition for space in the crowded long-range radfo communi-
cation speotrum, and many other factors have led to serlous problems
whoge nature and extent are only too inadgquately outlined in this
-report. Bﬁt thoy demand urgent atiention by thevU. 5. Government,
and wo have recommended policles aﬁd‘mechanisms to help solve these'
continuing problems. . |
| The nature and functions of the various existiﬁg’Go;ernment
.égqncies concerned wiﬁh'feiecommunications have-been given dota;lod
.;'examination (Chapter V’. We find a complex pattern of sﬁch-agéncies
with even more complox interrelations; Tt is a structure which has
;'functiohed smoothly in many ways. But it involves a duality or even
mltiplicity of control, overlappipg interests, and isva structure
‘linade‘q_ua'te ‘tév meat the ever more complex problems of this field. Wo
4.‘ believe the.structure can be rendered coherent by the creation of a
" new exeéutive.agancy and~Wo_set/iortﬁ-in’some'detail—onrmprqposals‘
.ffjfor the creation of this agency. |
| Finally in Chapter VI wo set forth ex1sting and proposed telecom= .

" munications policies in the hope that they mey serve as a starting

" i-point for the deyelopment of policies to guide present and future

. agencies, public or private, whidh deal with tglecbmmunications.‘
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Conclusions
On the besis of our studies, we have reached the following

conclusions,

. ‘ A+ As to the pressures on fhe radio spec?rum:
-1, Pressure on the radio frequeney spectrum is stoadily inerecaci~
- a8 a result of the greater use of radio in telecomﬁunications.
2, The means on which we have reliea in”therpggtifbr»management
 of the spectrum are no longer adequate to resolve in the best national
‘ interest fhe problems produced by this increasing pressure, The
' current ﬁifficulty growing\out of the search for suitable space for
teleyision broadcasting in iiself'emphasizqs fhié inadequacy. |
B :i' = 3, Meaéured in terms of spectrum space rather than in number
| of discrete fréquency channels, the Federal Government's share of the
spactrum, though not so great as is commonly believed ‘18 nevertheless
~ﬂ.i1arge. While we do not know that it is out of proportion to the
» | Government‘s responsibilities, it must have the most adequate Justifi-
‘*!~:‘f‘.yr-ﬁz_tcation and careful managsment if the greatest benefit is to be obtained
| 1ifrom it, : g | - L
- 4. There 1is need for a continuing determinafion'of'thé.changing
requirements of Federal Govprnment users both among themselves and in
Arelation to the. requirements of other users, '
A5. ‘The recent rapid worldwide'growth of telscommunications, com- |

CTh ]
_bined with the needs of the current national emergency, makes the ‘

e

[T resolution of theBa problems a matter of great urgency.
L o

T msmiord -
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6, Tho resolution of these problems can-be secured only through
édequaté, enérgetié-mgnagement, which demands that the Government
‘organize 1tself to take a céﬁprehensive view of the telecommunications

field,

B, As to United Statés,teléébmmunications at homot
1, The telephone system of the United States is a'financiallyr.
. sound, multi~blllion dollar industry consisting of the Bell Sysfem“and
5,000 indepondent companies, This coordinated system is providing theii'
nation with what is admittedly the-best tolephone service in the world,
It is steadily improving ‘that service by éggroésive teéhnological
- advancement, In view of tho healthy condition of the‘telephoﬁe system,
we conclude that ﬁo changes in Government proce@qyé_for insuring adeJV
' .iquate service in the aational intereaﬁ are.néceséaf&: o |
4;’ o - The.telegraph gystem of the United Sta%es haé exporicnced
economic difficulties owod in part to the expansion of other means of
rapld pommpnicatidn;:'The'recent roturn of the prineipal telegraph
ﬁ‘éompany.to profitébleioperatibn, in éart‘becauéa’of‘impmoved manageﬁent
- and modefnizaﬁioﬂ of -1ts biant and in part because of greater general
_business.activity, 1§ encouraging, This current improvement in the
' : position of the ihéﬁstry'affords an opportunity to devélop information
nooded for éound, long-range planning to avoid‘futuie difficulties, |

We ﬁeiieVe~that gound management and vigorous tech9010g1051 development

cdn contribqte further to the stability qf;the'doméétic telegraph 'systam,
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3., The effects of. the adminisiratlon of the Communi cations Act,

cof 193 reIative'tq'reductidﬁs of telegraph service fhrdugh"thé“’““;f

closing of unprofitable offices or through substitution of agencies

need further study, Western Union maintaine that the restrictive '

application of present legal provisions places an'undue financial

burden upon the company which it can 111 afford to bear; representa-

m;tixes_ogrlabor contend that too great a'degradation of service often

ha§>$diioWeawthe substitution of agencies for offices,

4 Rates for the telegraphic sérvieesQ-felegram, WX, and private

" leased lingsw~~ars given regulatory approval without adequate knowledge
" of the costs of providing such services, Aiso, in passing upon long=

: | : :
. distance telephone rates, the Federal Communications Commission should

inform itself of the probable effect of proposed chenges upon the

 position of the telegraph industry, and upon rates for local telephone =

servicé.
5, Wo have looked carefully into the proposal that our telecom-

munications industry should be divided clearly into two parts, one

e

" munications by "volce." Our exsmination of this'question has shown

that such a dividing lipé is very difficult to draw, and we have con-

-ocluded that the attempt to reorganize our telepommunications'aystom on

the basis of such a distinction might result in effects on the system

igoing_far beyond the initial intention of any such division.‘ The main

‘bork of contention today 1s the fact that the teléphbne company'offers
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a form of record communications--TWX and private-line 1eases--which
competeo with mesoago-dellvery functions of the tolcgraph company s
Wo note that Congress in 1943 amendod tho Communications Act to pormit _‘
acquisition of this form of service‘byAthe telegraph carrier. Thus
the companies involved are free to negotiate an agreement to make |
) this change, subjeot to approval by the FCC, We believe that this
lmatter should be. determined by the normal processes of negotiation.
\ - 6, The operation of lcased domestic telocommnications networks
;be.the Federal Government for the transmission_of Fedoral Government
© messages is not, strictly speaking, competitive with the operations
of_oommercial tolecommunications companies;l In its teletype networks,
the Governmont is tuking edvantage'of volume rEtes offered by the tole-
# j‘:communioations‘oompanies in the same manmer as can any other customer
. with'large volume requirements. The Government snould‘oontinue to take
fifnll advantage of the most efficient and economical rates and conditions
B an service<wnioh are avallable to any large user, While it is important
F‘that ihe Government seck the most economical means of handling its owm
”7icommunications, it also is of'great~imporﬁanoerthan'it contimue its =
| piééenﬁ poiicyfaf using privately owned facilitiss rather than building
- alup a Government-owned competing network,. ' | -

Y

o 0& As to United States telecommunications abroad:

S 1, The Government should adopt the policy of maintaining the

: ahwength of the private competitive international communications system.

L f' RESTRIGTED DL
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.' { | 2o There should be & Government agency “charged with the responsi-
\bilify ‘for implemonting this policy. ' T
3¢ Urgent recommendations have been made to Congress that legls~
lation be enacted to permit companies in the internationsl cable ond
radio £ield to merge. One of these ealls for a single company to
handle all United States domestic and international record commmicatio
ur:thus providing an integrated system. Weﬁfind nO'imperative‘reasons
calling for an immediate merger of these companies; we conclude, on the
contrary, that recent,improvements encourage a continuation of their
present independent staius. Moreover,'in our judgment, a period of
o ‘ partial mobilization is not ; good time to undertske a reorgenization
of these important components.of our communications s&stem. Our conclus.
‘siOns in regaro to merger are based on conditions as we now find them
and can project them. We recoénize, however, thqtrﬁhe sinuation can.
- _-‘-‘ change and that tne welfare of our communicaﬁiona'system demands conétant,
“attention to the condition and stability of'thesa comnanies. e are
‘¢ = ;j ‘f o mindful of the strong conviction held by informed members of Congress
| and others that merger s dosirable. We have ascertanned that interegtod
'-GoVernment-dopartments are dividedvin their views on the subject. While
. we believa that the national interest does not at this time roquire the
‘repoal of existing prohibltions ugainat merger, we rocognize that changii.
&onditions may provide compelling reasons for a merger later on. If so,
their énticiﬁation by-ddeouate study,and‘legislafion will boe essential,

The kind of merger which might thus be indicated, as well as the timing

[ - B RESTRICTED
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of it, may be dictated not only by normal economic forces, but by

the wisdom of the Government's own policies vis-a-vis the companies =
and by tcchnological developmonts, Technological dovelopments may iﬁ

fact prove to be tho conclusive factor in determining the future of

these companies, ‘ A o P

D, As to Government organization:
1, Fundamental changes in telecommunications require tho overhaul
of Govérnmenf machinery for form;lating telecommunications policy and
- for administering certein telecommunications activities in the natlona.
_ interest.
I | 2., Tho Communications Act of 1934 established a system of dual
| _control of the radio frequency spactrum. This dual control arises
largely from the fact that the regulation of private telecommunications
is a function of Congress exercised through the FCC, while the 0peration
. of Gszérnment tolecommunications is primerily a function of the Executive,
For oxam?ie; the assignment of frequencies to miiitary services is an
' exerclse of thevPresident'ﬁ powers as Gommaﬁder-in-Chief of the Armed
\; Foﬁbes. o

3, The deerai Communications Commission, though needing fhrthef

o atrengthening, should continue as the agency for regulaetion and control
of privatc users, .
- 4y The President has exercised his power to assign. frequencies

- through the Interdepartment Radlo Advisory Committee, made up of
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repreeentatiVGe of the using Government agencies, While this Commit~
tee should continue as a forum to arrange the use of the spectrum in
such a way aé to avold interference, it'is not an_adequate'means for
kesping in ofder the large portion of the spectrum occﬁpied byﬂgov-

kN
hY
i

o ernment agencles,
3;&?%? 5. The Teiecommunicaﬁione Coordinating Committee has served a
| useful function and should continue as a mechanism for interdepart-
mental discussion of telecommunications matters,
IR "e : 64 'The whole Govornment ‘tolecommunications structure is an un-
coordinated one and will be oven less adequate in the future than it
has been in the past to meet the evef prowing cqmpiexities ofbtele~ s
.communications, A new agency is needed to give coherence to the structur..
| 7, Thore is need for & better determination of the division in the
'Inational interest:of freéuenc& space between Government and non-Govern-

ment users. To achleve that end, close cooperation between the Federal

'Communicatlons Commission and the proposed new agency will be necessary. “

[

g ’Becommenda_gig;r;g_

1, There should be established in the Executive Office of the
= 'President 8, threeQman‘Telecommunications Aﬁvieory Board to advise and
::Q; | e - mssist the'Pfeeident inlthe executibn of his reéponsib}lities in the
= ﬁelecommunications field, This Board should carry out the planning‘and
;-. executive functions required by the PTesidentfs powers to assign radio

fﬂequencies to Government users, and to exercise control over the nation's

o .

_R____TRIG&;__Q
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tclccommunicaticcs facilities durlng ﬁimo of national omergency or
war, It should stimulate und cor;elate the formulation of plans and i
policies to insurc maximum contribution of telecommunications to the
" nntlonal intorest, and maximum effectiveness of United States particl-
pation in international negotiations, The Board Should recommend
nocessary legislation to the President, and advise him on legislation
in the telecommunicatlons field. The Board should gtimulate research |
~on problems in the telecommunications fleld. It should establish and
monltor a system of adequate initial justification and periodie rejus-
;' . : _,". tification and reassignment of frequencies assigned to Foderal Govern-
- ment useré, and, in cooperation with the Eederal Gommunications Commis=-
fsioh;.- supervise the division of frequency spoctrum space between
.'cg;' '-_A | _Government and non-Government users. While we believe that a three-man
lboard is preferable, we recognize the possibility of appointing one
. man, & Telecommunications Adviser, to exerciseAthe functions of the
I‘proposed board. ‘ | o S . -
2y The Federal Communicatlons Commission shauld bc strengthened
i'fiin funds and’ in organizational structure -so it can better carry out 1ts
"duties under the Communications’Act of 19345 and canmpaxticipatc more_
, .fully in Government-wide formulation of policy.
3. Appropriate units within the Department of State should be
ﬁﬁ‘strengthencd for the better porformance of the functions of . the Departs
‘ment releting to telecommmnications, N

o ‘:7 - 4. Other Federal departments and agencies which have large

‘B.E.azamg"
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telecomﬁunications interests also should strengthen their machinery
_ for formilating telecommunication? policy, and for relating that policy
\to tho other polipies and programs served by telecommunicatlons,

5, The Federal Government should step up its progyam for conduc-

ting and stimulating research in telecommunications, espacially in those
fields bearing on prbbagétion‘and frequency utilization, Such studies

would make it possible for the Govg?nmgnt to take economic or techno-

loglcal changes promptly into account in revising policies for pra=
,serﬁing'the vigor of our private communications companieé. "

ht‘ 6. The proposed Telecommunications Advisory Board should give
'speciallatte;tion immediately to the sfimulation of technological
-‘developments‘which will still further strengthen our overseés commuri=
cations, It should also formilate policies which would insure that |
. these new technological dGVelopments will be used in behalf of the
.;nation as a whole, its industry and commerce, its security, and its
‘eultural exchange, _ o
7.. Policy of‘the.United States' should be based upon the following
. fundamental prop031tions: B
ay The radio frequency spectrum ig a world resource in the -
public domain, Our GOVernmept must adopt policiqs and measures
7‘to ineure that this resource is used inxthekﬁest ‘interests of
. ; “% _ 2thernation;‘ﬁith due regard tolthe,néeds and rights of other nations.:
| be The United States, almoat alone among the nations of the

= :  .A t 'world,'felies on privately owned teiecommunications companieé to o

3

| | RL‘STRICTED
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play the principal %ﬁrt in the country's-£elecoﬁmunications
system, It should continue to bo the policy of the United
States Government to encourage and promote the hoalth of theso
privately owned companies as a vital national asset,
¢, The United States telecommunications system is(essantial
to the national security, to international relations, and to the
’ | ~ business, soclal, educationnl, and political 1ife of the country.
Hence, Government must remein alert to the problems of this
-;__' ‘ :éystem, end be prepared-to_support measures necassary to insure
tho continued strength of the telecommunications system as a 1
whole, | ‘

S ey

oW % W W
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CHAPTER I1I

PRESSURES ON THE RADIO SPECTRUM

The use of radio frequencies for communications haS‘eX§and9d =
tremendously since Marconi first bridged the Atlantic with his
historic wireless signal on December 12, 1901, Research and de-
velopment in the ‘past quarter-century have been responsible for most
of the additional utilization of the radio spedtfumL
e Ip the yeérs immediately following Marconi's achievement, it

— Waéithought that only a few frequencies in the lower portion of fhe
'; . radio specfrum were suitable for communications and that they could
B _be employed.bnij-}or limited purposes, g ) S
,/‘bl' The Berlin Radid Conference of 1906, for example, considered
| but-two %reéuencies--soo kilocyeles (ke) and 1,000 ke--and discussed
them only for ship-shoré~telegraphy. By 1912, the time of the
| London Conference,-use of the spectrum had b?oadgned somewhat;p
nézgng;ng from 150 ke to 1,000 ke, In the eariy'lézo's, even after
. brbadég§¥ing'had begun; frequencies above 1,500 ke were gtill con-
sidered of 1ittle value for communications;'buﬂllater in the decade
" new emphasis on high-frequency operations and a general spurt in
demand for all communications led to a rapld exploitation of
additional portions of the radio spectrum, |
i ‘% The extension of use of the spactrum is summarized chronolo-
gioslly in the following tables -

X |
- - RESTRICTED
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Usable Radio_Spectrum

8 ri?f%“““" Incident

1901 ~  Atlantic bridged

1906 - Berlin Radio Conference 500 ke

1912 London Radio Conference 150 ke

1927 Washington Radlo Conference 10 ke

1932 Madrid Radio Confaerence 10 ke
- 1938 Cairo Radio Oonference 10 ke

1947 Atlantic City Radio Conference - 10 ke

and 1000 ke
to 1000 ke
to 23,000 ke
to 30,000 ke
to 200,000 ke
to above 30,000;bqé‘}2”"

The development of so valuable a natural resource as the radio

frequency spectrum is a matter of paramount importance, Despite

e

technical and operational improvements - the demand for frequéﬁ&iésl

- has steadily crowded the supply within the usable spectrum. The

use of this resource should have the most careful planning and ad=-

ministration within the United States and in cooperation with other

+been inadequate.

The Radio Spectrum

countries., Unfortunately, guidance and administration often have

A determination of the possibilities for greater use of the !

radio spectrum is a very complex underteking.

Fach use of it,

wvhether an international broadcast carrying a newé ropbrt thou-

fsandd of miles, or the signal of a short-range navigation beacon

'fmaking flecks of light on the receiver aboard a ship almost within

- shouting distaﬂce, requires the establishment of a channel in the

spactrum, Contrary to the layman's opinion, the.presently usable
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spectrum (10 ke to 30,000,000 kec) does not of for an unlinited nun-
ber of channels, Cbnsider the spectrum as a slice of the North
American contiﬁent a hundred miles wide running straight from the
East to the West Coast, Each channel may be thought of as a highway

throﬁgh that stretch of 1and.' Some of the highways are narrow,

gome wide, but each must bs somewhat wider than the vehicles using it,

Here a major danger to understanding of the problem arises. The L "

radio spectrum embraces nearly 30 billion cycles, Standard @racticoié:f
‘refers to radio channels in terms of singleferQuénciés. Hence hagty ‘
judgment easily assumes millions of frequencies as efficiently avail-
| able and wonders why there should be any problem, Another glance at
the slice of the gontinont and the highways will make the matter
clear. A center line runs along each highway, -just ae a center fre- =
' qﬁéﬁc& lies in each channel, The hundred-mile slice of the continent
would accommodate a vast number of white lines--sven though that num=-
"ber would have ultimate limits, To think of the white lines rather
..than of highways leads'to}éénfusion; The radio channel occupies more
- than the center fréquénéy-by which it is identified,
Each usable channel_thué‘consists of a relatively small, but a

specific, part of the radlo spectrum. Depending upbn the traffic it

-‘%s to carry, it may be only a few cycles or geveral'miilion cycles

~y3§ﬁd§.liln the language of engineering,‘thé total channel width (or

band dth) required for a transmission of energy is the number of

W . : , L .

cycles embracing 99 per cent of the total radiated power extended
- RESTRICTED

Approved For Release 2002/01/04 : CIA-RDP84-00499R000700100001-8




Approved For Release 2002/01/04 : CIA-RDP84-00499R000700100001-8

31,

tgﬁinclude any discrete frequency on which'theviggéf ié at least
0.25 per'bent of the total radiated power. In doubie sideband
-emission (the typé used in broadcagf trdnsmigsions of intelligence),
the channel width is fwice;the departure (tolerance) of the actual
"'operafihg frequency from.the refercnce or assigned frequency plﬁéﬁA
'twice.the bandwidth réquired to convey thé particular'intelligence
desired, The frequency tolerance is usually specified as a number
of cycles which is a percentage of the reference frequency, and thus
increases with the number of cycleé represeniihgfihe‘reference fre-
~:.:v"Tiq’ffe?‘:nft:y,_'i.:4{.['he-e.pecif,ied tolerancerusuaily is the best it 1s practiecal
for industry to meet in the design of equipment,
If the total U. S, requirementé'ih terms of channels of varioﬁs
‘ B “widths were known, reckohing the spectrum possibiliﬁies would still
R be exceedingly difficult because of the complex and vaeried manner
in which radio signals travel from the transmitter to the receiver.
In radio propagation, energy fed to the transmitting antenna pro-
duces electromagnetic waves in the space‘éurrcundiﬁg”thé*éntenné.;'"““
The energy radiated into space can be used to cbnvey intelligenée.
These waves ﬁravel away from the antenna with the vsloclty of
light, There are three brinéipal ways in which they may pass f:PEJM,
"sransmittef'to regeiver: 1, the "skj wavé," which tréﬁélébhp to
Iionized layers in the earth's upper atmosphere (the ionosphere)
whence it is reflected back to the earth; 2, <the "ground wave,®

K
which travels along the sarth without influence of the ionosphere;
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and 3. the "direct wave," which travels as its neme implies, on
the line of sight., Most long-distance-radio transmissions- consist
of the.sky wave and most short-distance transmissions consist of
the ground wave, Many are a combination of al} three,
Frequencies below about 300 ke (VLF and LF) are used for long-

distsnce ground-wave transmissions, particularly in regions such

as Alaska where physical conditions make blackouts of sky-wave

common, Frequencies from about 100 ke to 3000 ke (LF and MF)

generally are used for ground-wave transmissions for moderate dis-

tances over water and moderate to short distances over land. During

the night, frequencies from approximately 1000 to 3000 ke generally

are gultable for sky-wave transmission up to about 200 miles; in daytine,
frcquencies{f?om_abouﬁ 3 to 8 mogacyclés (Mc) usually are satisfac- |

tory for this distance, Long-distance sky-wave transmission gen-

erally is the most effective for frequencies from 3 to 12 Me (HF)

during the night and 6 to 25 Mc during the day. Frequencies from 3

to 30 Mc are used for ground-wave transmissions for relatively short

~‘distances over lénd and moderate distances over water, Those from

30 to 300 Me (VHF) are usually employed for short-distance ground-

" wave and direct-wave or optical path transmissions. Frequencies

"above 300 Mc (UHF, SHF, and EHF) are limited in use to distances

d
not greatly exceeding the line of sight. However, there may be

Lt : L :
Simple erithmetic, obviously, is not alone enough to determine
the possibilities of use of the spectrum.
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Although the parts of the spectrum are not of equal usefulness
for all purposes, each is in sufficient deﬁand to give rise to
aliocation and assignment problems, Use of the high-frequency portion
of tho radio spectrum (4 Me to 27.5 Mc) presents the most sericus
difficulty, because of the multiple applicability of this portion
for medium- and lpng-distance telecommunicafioﬁs, tropical and long-
distance broadeasting, and other services, and because of its inter=
national aspects, Further, frequencies outside fhese limits are in
general not suitable substiéutes. The possibilities of ‘the high-

frequency spectrum have to be measured in terms of possible circuits

' rather than frequencies since, in genmeral, more than one frequency

| assignment 1s required for each circuit. The number of possible -

ceircuits which can be carvéd out of the spectrum depends upon the

- type of circuit desired (radlotelephone, radiotelegraph, etc.); the

- geographical location of the terminals; the time of day, season, phase

of the sun-spot cycle; the amount of power used; the £ypg of antennas

used; atmospheric_noise;_questions'of possible interference; number

jfyof circuiﬁs operated by the agency; efficiency and effectiveness of

equipment and operators; availability and correct use of propagational

data,

" ' To‘provide continuous 24-hour-per-day service for the average
_éircuit over s sun-spot cycle, it may be neceésaryvto use five or
7mqfe frequency assignments for a single circuit in one.direction.
As the number of circuits operated by an:agency increaaes, the average

RESTRIGTED e

Approved For Release 2002/01/04 : CIA-RDP84-00499R000700100001-8




L ey

Approved For Release 2002/01/04 : CIA-RDP84-00499R000700100001-8

34-

AN

number of frequency assignments required per cifcuit may decrease
’slightly'becéuse of gréatér freedom in changing frequency to avoid
interfercnce and multiple use of fregugpcies at different locations
and for different path léngths.’ On the average, about three high
frequeﬁcy assignments are required daily for each one-way circuit;lg*
Since communication usually is a two-way matter, most communica-
tions circuits require two one-way circuits and, consequently,
two complements of frequency assignments. This dual need may not
be encountered on light traffic circuits, -° " imo . _
Further, on the average long-distance circuit requiring three
frequency assignments of, for example, 6, 10,and 14 Mec for night-
'"iime,'transition; end daytime operation (over the midpoint of the
pathfinv01veq), the ecircuit cannot be,maintained continuously un-
“less a frequency assignment of each order is'qvailable. In practice,
. because of the greater requirements for freqﬁencies below 8 Mc, the
supply of channels betweenlé and 8 Mc (taking into account possible
multiﬁle use of each frequenoy) determines the mgximum possible num-

‘ber of'24fhcuf idﬁg—disténce circuits, TFortunately, the situation

is not so bad as it appears at first glance, because of the prope- '

gation characteristics of the high frequencies, which have:mﬁltiplé L:;;

ﬁse poasibllities with geographical separation,‘generally as fqllowé:
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Pogsible Numboer

Frequency Range - of Duplications = -
- | 4 %0 7 Mo . 5 — -
7 to 12 Mc A
12 to 15 Mc . - 3
15 to 27 Me 2 e

The actual number of separate and distinct channels available
within any particular portion>of the spectrum is not static but is
fluid, increasing with‘improvements in ' equipment, operating tech-
niques, circult disciplino, availébility and proper use of propaéa—
tional data, need, and willingness to accept a -poorer grade of
circuit, The actual separation between freqﬁenéies required to
provide the same grade of gervice has been continually decreasing

(because of improvements in the stability and selectivity of equip~
‘ment. It is not expected, however, that there will be much greater
imprgg;ment in -this réspect. The possible frequency separation
throughoﬁt the high-frequency spectrum is essentially constant on
‘d perqeﬁtage basis but not on a kilocycle basis, Consequently,
thé;; are more possible usable channels between, séy, 4-and 5 Mc
than there are between 13 and 14 Me, ‘

In the exploitation of a 1limited entity such as the radio spectruam,

.f% is essential that as the pressure for radio channels increases
-there must be egfablishéd alert telecqmmun;batiqns_management to -

“asbure gquitable”éllbdatIOﬁ‘of these channels, Further, it is
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essential that this managoment assure,’insofar as is economically
practicable, the use of the technical improvementé/in equipment

and %ﬁcratingrtechniques for increasing the intelligence transmitted
per kilocyclé of spectrum space, ’

It is ag.difficult to oveluate .froquency utilization as to
determine the possibiliiies of the radio spectrum; Eff;cient utiliza-
tibn of radio frequencies can be obtained only if the user and regula-
tory agencieé constantly keep-watch over the use of‘frequencies. Only

in this wéy can the regulatory agencies know which users make full use

of their frequency assigmments and which have too many frequency

>assignments. It is estimated that a thorough analysis and control
program for the United States and possessions would cost $50 miilion
a year. Such é program would envision the use of U, S, monitoring
stationg plus additional stations elsewhere throughout the world.
As the demand for frequencies increases, the necessity for better
frequency management will become greater,

There is no evidence that the United States has made any
serious attempt previously to measure the utilization of radio
frequency assignments by either industry or the Federal Government,

There is evidence that other countries have done some work along

'

Ehis line,

S
The nations of the world have met periodically to conclude

troatics which regulate the use of the radio spectrum,to obtain
" : ’

éténdardization‘of methods and procedures, and to minimize interferencs.
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Nearly all countries have imposed additional regulatory measures in
their arcas of jurisdiction to implement provisions of international
treaties, to prevent domestic interference, and to obtain the most
equitable distribution of frequencies.

The history of the internetional agreements through 1938 is
summarized in Section 2 of the Federal Communications Commission (FCC)
"Special Report on:Frequency Allocation to the Communications Subcom-

mittes of the Senate Committee on Interstate and Foreign Commsrce,

 March 29, 1950,"

World War II caused cancellatlon of the international telocommuni-
cations conference planned for Rome in 1942. As a result, the con-

ference in Atlantie City in 1947 followed & 9-year pericd in which the

'nations did not get together to seek up-to-date agreements on world

use of the radio spectrum,

- U, S, Control of Freguencx Allocatiog

" The United States Congress has passed three major acts ‘and ‘estab-
lished two commissions specificaelly to regulate various phases of

communications, These acts were the Radio Aet of 191?, the Radio Act

of 1927, and the Communications Act of 1934, since amended. The

" eommissions were the Federal Radio Commission and the Federal Communi-

cations Commission. Interested Federal Government departments and
%

egemcies formed the Interdepartment Radio Advisory Committee {IRAC),

recognized by several presidents, and the Telecommunications Coordin—

ating Committee (TCC) as voluntary coordinating groups. The effeots
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which these actions have exerted in the assignment and use of
‘radio frequencies are discussed in detall in Chapter V of this

report.

In the armed forces during World War II frequency allocations B

- were coordinated in the Frequency Allocation Committee (FAG) of the -
Joint (JCB) and Combined Communications Board (CCB) of the Joint and
Combined Chi@fs of Staff, respectively, and by organizations within
each department. Since the war the JCB has been -replaced by-the
JointFCommunication-Electronics Gommiétee (JCEC) within the Joint
Chiefs of Staff,

onghip of International and National Organizations
The international and national organizations concerned with

telecommunications probleﬁs, plus various ad hoc committees and
'delegations to econferences, make up a formidable array of groups
dealing with one or more phases of the problem. Inevitably, there
are overlapping of responsibility and gaps in authority. Few por-
sons understand this hodgelpodge. The comglexityiof the subject

is ipdicated by the chart in Chapter V, which shows the international
.and U. S, grgaﬁizations engaged in some phase of radio spectrﬁm ,

management'or’use.

$ gknesses in Pregent Organizations end Practices

-

Statutorx Authority.~-The limitations of the Gommunicatlons Act
TR of 1934, as amended and of tho Commission created largely for its
administration have been the subJect of much consideration by Congress
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in recent years. The law was written when radio was not so highly
developed and before the prosent demand for spectrum space had
bocome acute, It established a dual system of allocations as between
Foderal Government and non-Governmentl/ users but provided no umpire.
The FCC is empowered to assign radio frequencies to non-Government
" users and the President is likewise empowered to assign frequencies
to Federal Government users, a power he exercises through IRAC. Each
agency enjoys coequal authority over the entire épectrum.:
wwWBecauserf this dual authority over the same entity, it is
| ;gQSSentiallfhat there be full coo;dination between IRAC and the FCC.
’”'_A'_ _ -~ As a member of IRAC, the FCC is afforded,on the one hand, an oppor-
tunity to gomment upon all assignments to Federal Government stations,
On the bther-hand, IRAC has an opportunity to comment’upon prqoposed

FCC assignments when the FCC considers it necessary to refer the

T - proposal to IRAC. Final action by FCC does not require approval by
IRAC, but the reverse is not true; FCC as an IRAC member can veto
S action desired by other Government agencies.rmin pradtice,>the spirit

of accommodation has generally prevailedf But if there is disagree-

ment between the FCC and IRAC, only the President can resolve thev

issue. Upon at least one occasion during World War II, he was called
V,*upon to do so, The fact that this system has worked at all is a credit
uto the good wili and common sense of the members of both agencies,

i/ Includes State and municipal govérnment and all othsr than
Federal Govermment users.
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National Policy.~--Both the FCC“éﬁa IRAC have been and are greatly

handicapped by inadequate national policy for the division and use

~ A of the radio spectrum., To cite one instance, iadk of a clear policig
concerning the use of radio for domestic point-to-polnt telecommunica-
tions during the waer led to long, bitter arguments in IRAC. Such
meager policy as exists and could be collected is included‘in Chapter
VI of this Report., Much of it has not been previouslwaédﬁcedrto
writing. |

Allocation Practices.-=There are several faults in the present

- frequency-assignment practicé. Contrary to the ﬁublié impression
created by p;ocedurés~for assigning frequencies for sfandard,broad-

- casting and‘TV purposes, the FCC in general does not require rigorous
justification for the assignment of frequencies for other services,
IRAC does not require suffiéient justification for the assignment
of frequencies, has no authérify to quesfion anerovernment'depart-

‘-ment's'sﬁatement of need for a frequency, and is not constituted to

§

. " do so, Assigning blocks of frequencies to be used by a particularwrrf;;4
agency on a national basis,vwithout providing for their use’Sy otheré
in areas where the original assignee does not use them or 1s not
likely to use them, is wasteful of frequencies aﬁd adds to the
‘growding of the radio spectrum. For example, there ars many areas of

the U, S., Alaska, and Hawail where there is little prospect of need

os:of support for the existing 12 verthigh-frequency television

- channels, much less the greater numbsr of ultra-high-frequency channels
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- where use of these frequencies for other purposes would be in the
publicrintqrest; Another example' is the making of too many assign-
ments for broad band transmission, when the broad band is needed N
only a very small percentage of the time. Waste also results from
the practice of assigning many of a uscrls frequénqies to-all of that

“user's stations, although the frequencies are rgrg&ynusgd ;t more
than one or two statiqhs. B

Frequegncy Assignment Records,--It is fundamental that a storage
end issuing agency maintain a catalog and adequate records of stock
on hand;and issued, 1In its'management of thé'pficeléss radio spec-
4trum; howevér, thé'U; S..ﬁqg failedrto maintain in oﬁe place ade-

quate records of frequency assignments-or deletions, or to publish

a list of such assignmenfs. The latest list available for public

- use was prepared by the FCC and reproduced‘by a private firm in

ﬂ;ll949} it does not include the-frequencyrassignments of the Federal

Government agenciesrand 18 not now complete fpr the non-Government-
vsers, In the event a coméercial user wishes to apply for frequency;;j?*’
aséignment for a circuit, hé mist search through this non-dﬁrrentvf -
"public list, the International Telecommunications Union (ITU)
Frequency List (eoven more out_of date), come to Washington or retain
v*the sorvices of Washington consulting radio engineers to study the
ﬁFCC records, and then file a complete application,. This application
‘Linpideﬁtqlly gives notice to competitors tﬂat the requested frequencies

*.",' Y
are reasonably clear and available for use, The applicant has no
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opportunity to detgrmine beférehand if a,Fedeféerovérnment depart-
ment is usiqg a‘fréQuency with which interference will result or if
such departmoﬂt will raise an objeﬁtion{ If Federal Governmontr
objection is forthcoming, he must repeat the whole process,
'Existing Situation

The rapld growth of telecommunications in the nine years between

Vthe Cairo (1938) and Atlanfic City (1947) conferences led to greater
_‘\ﬁu_ 7 pressure for radio frequencies, More and more countries went outs ide :f‘
the Cairo service allocation bands, in,dérogatioh; to meet fhe increasef
requirements, The war, of courSe,lprevented full coordination be=-
tﬁeen countries to avoid and clear interference. This situation
was further complicated.by the decision of some of the warring nations,
including the United States, to withhold international notification
offgew uses of radio frequencies and to reject any claims of prior
- righfs férﬁany country reglstering a-frequency after 1939,
, Récogniging_qulyain 1943 that the end of the war wﬁﬁld present;
_many_fréquency ailpcatibn;bfbblems because of withheld rotifications,
' pent-up r?quirements,‘cénﬁiﬁuing large military requirements, and
enormously expanding commerqial aviation and other new activities,
~ the United States began a consideration of postwar frequency allo-

cations, The U, S, Atlantic City proposal in 1947-wasrthe outgrowth
. \tﬁ
w:tof this preparatory work, of public hearings held in 1944 by the

o e

FCC, and of the discussiona in Rio de Janeiro and Bermuda in 1945

@ . and in Moscow in 1946.
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~The Atlantic City Table of Frequency Allocations was designed to
provide essential, radio servieos with adequato spectrum space, Fre-
quency usage within these allocations was to ‘be regulated by an
enginoered international list of circuit essignments which was do-
sigﬂed ‘to make the greatest use practicable of the radio spectrum,
From the poiﬁt of view of frequency allocation, assignment, and

use, the most fer-reaching agreements at Atlantic City were: (l)

"revision of the frequency allocation table to provido, in the main,
"exnlu51ve bands for the five basic functions--fixed, mobile, broad-
casting, amateur, and radiolocation services; (2)’changes in the
- amount of spectrum space allocated to these serv1ces, (3) procedurs
for the preparation of a new internatlonal frequenoy list on the
h%ib&Si§:Q£§§0und englneering principles; and (4) the adoption of the
concept of an International Frequency Regietration Board (IFRB) to
register frequencies on a technical basie,l/
The Provisional Frequency Board (PFB) was created to preparc in
draft form a new international frequency list on a basgis of thesc
agreements, for submission to the Extraordinary Administrative Radio

Conference scheduled for The Hague on September 1, 1950,

Upon approval of such a list for the Atlantic City Table of
.Erequency Allocations below 27,5 Me, the IFRB wes to commence its

functions and a date was to be agreed upon for implementation, Post-

1) The IFRB and its work are covered 4in more detail in the"Final
Adcte"of the Atlantic City Conferences.
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poned because of the international situation, the Conference is now
‘. scheduled to convene. in Geneva on August 16, 1951, if that datdwis
~ confirméd in Aprll by the Administrative Council of the ITU,

The United States participated as did the other natlons, in
the Atlantic City ‘Conference and the work of the Provisional Frequency
Board, performed under the agreements reached at that Conference, for

Aﬂééiﬁéﬁﬁurposé of improving international telecommunications,
Conditions of unrest, cold war, and continuing international
~erises generated an atmosphere thaﬁ'ﬁdé hardly favorable to the
efforts of the FFB.

The Table of Frequency Allocations between 4 and 27,5 Me adonied
at Atlantic City in 1947 has not yet been implemented., Tentative
plans have been prepared'for the aeronautical and maritime services,
and partially for the fixed services, The freddeﬁc&'iiéf'fofﬂthéh~f”"@"ﬂw

- Table of Allocations between 150 and 4000 kc,“whigh are for the most
part regional in-charactgr, is ready within Regions 1 and 3 for final
- amendment and adoption. ‘Reéion 2 (which includes the U, S,) has no-
regionallj?intégratedrplan as of Februarjﬂl, 1951, evéﬁ tﬁough it is
‘about 85% completed below 2000 ke.
Experience gained from the past three years has highlighted the
ﬁdifficulties of implementation under the procedures envisaged at
| Atlantic City, Lack of plans and policy plays a major role in ths
A difficulty experienced by all countries concerned to agree upon im-

R
plementation, It was obvious to the President's Communications Policy
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Board, in view of the forthcoming meeting of the Administrative Council
of the ITU in Geneva in April, 1951, and tho impossibility €or tho Board
- to complete, in the time avallable, all the tasks assligned to it,
- that special steps would have to be taken tq'e#eécome;this lack,

- In viewhef the:extreme importance of this ﬁatter, the Board
consldered if imperative that the United States ro-examine the situa=
tion to determina:

(1) The current scope and magnitude of the United States
~ interest in the Atlantic City Allooation Table below
"27.5 Mc.- ‘ ,
e - .(2) The most workableimethods by which the Table could’be,iLw¢~;}ff
_ implemented in the light of changed world conditions, )
i , _ ;fv - €3) The course which the United States should advocate and
| pursue in the light of fihdings under (2) heretofore,
- Accordingly,.in October and November of 1950, the Board discussed
| the problem with the Under Secretary of State, the:Deputy Secretary
"offDefepse, and the Chalrman of the Federal Communications Commission,
T - ThevBoard proposed- that these three officlals constitute themselves
into an ad hoo conmittee, and teke responsibility for reviewing the
 #,rn1itiea1vand fsbhnical difficultiea-contributing to the impassey-and
‘_vf".gor recbm?ending werkabie pelicies for the Government to follow, The
Board further recommended'that this ad hoc group enlist the help of
a small panel of especially qualified persons, who would make an ‘k
: | »ob;]eotive appraisal of the factors of national interest involved,

_H;Qggpendent of the particular interests ‘of eny claimant agenoy,
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The proposal was acbepted; the ad hoc group was formed, and the

independent panel set up in January, 1951, »

) Demand for Radio Frequencies

N — .

-ifi;&hé“baSic difficulty of the nations of the world in arriving

at a satisfactory frequency list and means of implementing the
Atlantic City Table is that of inflﬁted demands for radio fre-
? quencies., The apparent'shortage of frequencies thus engendered has
boen aggravated as each nation attempts to provide for future as
well as present needs. The United States also has been handicapped,
as perhaps have many other nations, by the necessity of remaining
on a defense emergency basis which requirés radib_fféQﬁéﬂbieérfarm fﬁ
in excess of”peacetime needs,
The demand for'radid frgquenciea has been growing steadily since
“the eériy 1960'5. It was not until the beginning of World War IL,—
' howevéf, tﬁét preséures beceme acute, -Du¥ing World War II the
increased requirements of the Federal Govermnment, in particular the
armed forces, for radio frequencies were offset somewhat by the
" closure of a number of facilities and the release of the frequencies
involved to tﬁe armed forces, Upon the termination of hostilities,
the borrowed frequencies were returned piecemaal to the FCC, commercial
i _circuits were reopened, and many new circuits were established. At
Ithe séma time, the armed forces found it necessafy to continue many
2? their overseas circuits, each of which required radio fréqueﬁcy

assignments, The tremendous expansion of the use of radio by many
.i|’m o
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countrios which formorly had registered few frequoncy_assignments,
the expansion of the high-froquency broadecasting.scrvice, the oxpan- . _
sion of tho acronautical.sorvice, and the reluctance to incur tho |
‘ oxpense‘of instnlling more efficient typos of eqﬁiﬁment have all
contributed to the crowding of the high-frequency spoctrum. In the -
" ton yoara botweon 1939 and 1949, the rumboer of discrete”fﬁédﬁénéyyjf/
| aasigpmenﬁs between 4 and 20 Mc made by the U, S, was doubled, The
~ growth in listings in the ITU Frequency List botween 4 and 10 Me,
‘shown in the table bolow, is indicative of the increaaing ddmand

for froquonciecs,.

. Numbor of Froguency Listingg«lTU -Frequoncy Ligh

4 =10 Me . E

.S, Govermment 92 377 3,189

, '_U.*s; Non-Govornnent ,;) 71 .”i‘ 381 ??v 929‘:
"f.\:\...wv' ‘U, S, Total S 4;"'163 o se 4,118'
- Yiorld Total - 1,698 : 6,658 21,456

The greatly cxpanded desires fdr the high=frequency broadecasting.
service--in the 'bands botween 5.95 and 18 Mo, whore the impact on

high-froquency telecommunicationsg is groatest--resulted in an in-

? crease i tho Atlantic City Tablo of 450 ko or 43% over the Cairo |
R ‘gogvice aliocations in thoga bands, ';
>‘?ressure'on other sectiona of the_radio.épecﬁrum also hag
: bécomé.heavy; Estabiishéd radio sorvicoé'such as that fqr»aviation
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have been expanded rapidly to keep pace with the growth of the
activities they support and because of intensificd use of communica=-
tions in those activities, Additional room in the spectrum has had
to be found to accommodate these services, At the same time, new
services such as television broadcasting have been brought out of
the laboratory and have won public acceptance, Many entirely new
users~--railroads, taxiéabs, and trucking companies, for example--
have requested frequency channels. When the FCC held a public fre-
quenely hearing in 1944, approximately 30 different radio services
‘were represeﬁted. Among them weré—the services concerned with the
. '.7_, ~ safety of life—and property--the police and fire radio services,

the aviation service, the ship service, and the forestry service,

The total domends of these groups far exceeded the available spectrum

) spacao, B .
A} -

The parts of the radio spectrum where pressure causes the most

~ serious concern are those in which international coordination and

agreement are required, Principally, they are the portidhs having
long-range characterlstics, 4 to 27.5 Mc frequencles; %he portions
used by services such as the aeronautical service, where standardi-
zation of equipment and procedures is essential; and broadcasting

o ‘%n the Standard Band, which is of reglonsl concern., Other portions
.6f the spectrum are of national concern primarily and usually do
not involve other countries, except to provide‘commén systems.,

!
Within the United States, dissatisfaction with efforts to meet
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the pressure has often led to statemen®s that Federal G9vernment
users are responsible for the difficulty. Statements have been
made by some that the Federal Govermment users get too large a
share of the spectrum, to the detriment of indust;y. ~There are also
contests within the Federal Government for'the'épéétrum space now
alldtkted for Government use. |
Thééeiééntentions raise two ﬁ;jor questions, First, who are
the Federal Government users and second, is the Federal Government's™
share too large? The first question is eaéy to answer, whereas the
v seéond is extremely difficult and can be answered only after aun-
exhaustive objective study of U, 8. communications, Governmentib
fuhctioné; and communications needs, Federal Government users are
. those departments and agenéies which require the»use of radio, or
which can use'fédio'to execute thelir fuhctions more efficiently and
.economically.’ They include the Departments of Defense (Army, Navy,
~end Air Force), State, Commerce (including the Civil Aeronautics
Administration), Treasury (including the Qoast Gﬁard), Justice,
- Interior, Agriculture, the FCC, and other agencies., The armed
~ gervices, the Department of State, and the CAA are the largest
Federal Government users of radio frequencies,
% It i basic of course that the armed forces must have communi-
'cétions from the Department of Defense down to the mést remote force,

Thsse communications may be thought of as command and administrative

channels between the Army, Navy, and Air Force and the various field
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commanders, and combat or.tacticel channels between field commanders
'”lﬁﬁl and their forcea,"Since the armed forces may be engaged in ereas
| where exieting communications to Washington are inadequate or
_unsuitable, thoy must provide their own. Usua;ly, existing commercial
intornational eircuits cannot be used fof reasong of control and
gecurity. For example, the foreigh terminals of commercial companies,
in mogt instances, are operated and controlled by foreign nationale
or governments and all traffic handled may be subjeet to scrutiny
and delay. Few if any of the proponents of greater use of commer=-
eial facilities for the transmission of Government messages advocate
that military messages be routed through the commercial companies,
Where no interference to the flow of military messages results,
the communications facilities of the armed forces are used to trans- ,
_.mit’tfaffic for other Federal Govegnment deﬁartmente and ageﬁcies and
“the Red Cross., It hes been suggested that this traffic should be
sent via commercial companies and that the cost would be less. The 'Q‘
sﬁited policy of the armed forces in this matter is that no increase |
.‘, in_militery facilitiee,‘eQuipment, or pergonnel ghall result from
the handling of other department and“egency traffic and that such
traffic will be accepted only on the basis of an official request
H? the department or agency concerned, Military systems must‘be .
. designed with a reagonable amount of spare capacity able to absorb
greatly increased traffic loads on short notice. The armed forces

therefore feel that the handllng of max1mum traffic w1th1n authorized

RESTRICTED B bt e

Approved For Release 2002/01/04 : CIA-RDP84-00499R000700100001-8




Approved For Release 2002/01/04 : CIA-RDP84-00499R000700100001-8

51,

capacity is an asset to training and general preparedness. Under
the conditions stated above, they question;whothér diversion of
this traffic to commercial interests would result in reduction in
Government costs or use of frequenciea.

The Signal Corps, in addition to its defense functions, is

. charged with operating telecommunications within Alagka, for public
‘eorrespondence, where the possibility of financial return has not

_been‘sufficient to interest a responsible.commercial company. Private

enterprise furnishes some minor non-competing services. Because of
Alaska's strategic position and the radio propagation conditions -
exlsting there, the number of frequency agalgnments required per
circuit'is much groater-than for comparable circuits in other parts
of the world. The need for radio in Alaska ig also increased by the

lack of transportation and of wire communications facilities,

"The Corps of Engineers is‘charged‘by CongreSs'with cortain non- -

military functions in connection with river and harbor work and flood
control, and uses radio in carrying out its misslon.

The growing use of radio by the bepartment of StatoAfor*broad-
casting is the result of the inﬁéﬁﬁéﬁional situétibn{ﬁ"Thé:Départ-
ment's use of radio frequencies is stated to be essential to the

carrying out of its function under the U, S. Information and Education -
& . .

' Ekchange Act of 1948, "to promote the better understanding of the

United States among the peoplos of the world ard to stréngthen coopera-

L} ) .
tive relations,". International high-frequency broadcasting was
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gelected as one medium to this end,
Uhdor the Communicationé Act,” Navy Department radio stations

and apparatus are made available for the reception and transmiséion
of pregs messages offered by newspapers published in the United
States or its territories and possesalons or published -by citizens

~ of ‘the United States in foreign cﬁuntries, and by United States
press associations, The'éqt provides alsgo for the‘ﬁsé of Navy
facilities for recepﬁion and transmission of private commercial -

- messages.between éhips, betweén ship and shore, between localities
in Alagka, and between Alaska and the continental United States. Both
these services are subject to certain rate conditionsy, and it is

A provided that they shall, be discontinued whenever the FGC notifies
the Secretary of the Navy that privately owned and operated statlona
‘are capable of carrying them on. The Navy also furnishes a general
broadcast service of weather, time, and hydrographic information to -

. ‘all shipping. | R

| In addition to its dofense functions, the U, S. Air Forcg

~ operatoes weather flying squaé;ons for the collection of data for
weather forecast, collects and broadcasts weather information,-and

. furnighes commmications to non-military aircraft in certain areas

ﬂpére*civil facilities are not available. These services all require

v

- the use of radio fréquencies.

Radio frequencies are used by the Department of the Treaswry .. =~ .~

(Coast Guard) in providing marine navigational,aide and safat& services
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for ghipping, The Coast Guafd also_operates\ﬁhe radiolocation aer=-
vice known éé Loréﬁ.' Transfer of those operations to commercial
facilities could not be expected ﬁo decreage the total number of
frequency assignments required,

- The CAA is charged by Congross with the function of providing
- havigafional aidé”and>communiéation§ facilitiesras a public service

for both civil and militery aircraft., If these functions wore turned

w,f over in whole or part to private enterprise, the over-all number of’;;;f
frequency assignments or the spectrum spéce requifed could hardly
be reduced.

The FCC employs rédio to connect certain of its remote monitoring
atations, Instan%aneous commnication to all of these stations is
essential at times to identify an,unknown,transmiésion or to obtain
a'ﬂ?ixﬂ on an aireraft or ship in distress. It is considered imprac-
 ;' ficai to lease the facilities of a commercial company for this work

or to turn over the function to a commercial company.
' Thus wo see that there is a large Federal Government requirement
 for radio fréquency aSsignménts, and that much of it is for services
which would use the same amqunt of the radio spectrum even if they
’Awere transferred tp‘private’OPGration. Another substantial po;tion
Coe gf it is for services which must for security reasons be operated ag
«‘v{jﬁh@y.QEQ at present. The question may‘nevertheiesé‘be legitimately

L s

réiééd whethef the demands have been kept to a minimum in relation -

\ - .
to the tasks .to be performed. Non-defende radio traffic of some
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5
Federal'Governmegt’debértmeﬁpé mighf.in some ingtances bé carried
by comﬁefcial facilities. 7.' | -
Iﬁ 1939 the major.international common carfiers were operating
138 circuitsg, whereag in 1950 the international common carriers as
a group were operating 219 @ircuits (many at high word capacity) to
- more than 100 foreign cities, Since the war the FCC in general has
| “5f3119Wéd;gmpolicy of granting competing companies circuits to the
same foreign city. | '

Since but one U, S. ffequency liét:cgn be presented to the IFRB,
the Federal Governmenﬁ and noh-Government frequency regquirements
ghould he accommodated within such a list. At present there is no
national telecommunicationg policy under which the relative impor-

tance of particular circuilts can be determined and the frequency

requirements screoned. This factor assumes even greater importance 7

when one considers that the pressure on the radio gpectrum is con-
tinvally increasing,

The relative amountsdof'ﬁhe apectrum used by the Federal Govern=

ment and noﬁ?Governmenﬁ ugers are ofteﬁ-combargd.ijhe q;éééigh is
asked whether the Federal Government has more high frequencieg than
non-Government users, and‘whether it has more of the spectrum than

if needs, Available comparisons of high-frequency assignments have
b;en made on the basis of the number of discrete frequencies assigned
without regard to the band of emission and thus are subject to con-

! :
siderable misinterpretation in many instances. This is evident from
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the fact that one telephone channel with a band of emission of 10 ke
oqcupies 100 times as much spectrum space as one telegraph channel
with a band of emission of but 0,1 ke, yet eacﬁ‘aséignment counts as
bbné&fibqﬁency. A fairer method of evaluating the amount of spectrum
space used by any agency is to take the sum of the bands of emisaion
agsigned to that agency.‘ An analysis of fhe high-frequency spectrum |

between 4 and 20 Mc as of May, 1950, reveals that although the Federal

‘Government agencies are allocated 1166 frequencies, they have but

416/, ke of the spectrum; whereas the non-Government users, with £33

frequencies, (excluding international broadcasting with 38 frequencies

and 380 ke of spectrum space and tho amateurs with 700 ko of space), .

occupy 4324 ke of gpectrum space,l/ A comparison of the spectrum

gpace allocated to the Federal Covermment and the non-Government users

nre

-

for the fixed sérvice'by increments of 1 Mc follows, Table I.

i nam R
S

1/ The fact that the sum (9567.73 kc) of these assignments is
congiderably less than the 16,000 ke analyzed_does not mean there
ig unassigned spectrum space. The entire spectrum is not available
for assignment by the United States, but is shared with other
countries., In addition an equally large part of the spectrum is
used by the United States for transmission from foreign locations.
Absve 30 Mc the shorter interference range characteristics permlt

full use of the spectrum by the United States, except immediately

adjacent to Canada or Mexico.
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TABLE I
FREQUENCIES AND SPECTRUM SPACE ASSIGNED~~CONTINENTAL
UNITED STATES, TERRITORIES AND POSSESSIONS
(as of May, 1950)
: TFedoral Government : Non-Govermment i °hared S
: No., of : Total : No. of : Total :No. of : Total :
o : Frequen- : Spce- : Frequen-: Spec= ,:Froquen- Spec=
¢ _cies : _trum $ cieg s trum _ tcies : Trum
‘ ) ke Ke Ke
4 MNe 167 676,20 N 335.35 4 19,25
5 152 589.42 %R MeIs5
6 - 106 352,65 61 258.05 7 46,00
7 70 236.30 63 325.30
8 114 389,69 75 272,17 6 24,10
9 69 - 200,16 31 192,80
10 ‘ 52 190,30 76 377.36
11 64 . 236,82 AL 14745
12 84 - 253,98 33 121,55
13 54 177,37 : 57 408,00
14 30 106.87 27 203,00 . -
4 _ y ;
15 32 . 119.29 59 339.70
P . -
6 697 - 239,59 - 40 129.12
| 17 64 231,89 39 207,40
18 26 96.20 40 361.00
4 -
19 13 67.50 25 199.10
1166 4164.,23 833 4323,50 17 89.35
_ T§} ‘ © In the range 4-20 Nc, approximately 380 ke was used for inter=-
v i o 5%10na1 broadcastlng (from the- continental U, S. and Hawaii) and
DR © 700 ke wags allocated to the Amatour Service, These assignments are
@ \ not included in the preceding table.
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Current channeling of the radio spectrum above 30 Mc does not:

permit a similar analyéis.. Neither are all the frequencies be@wggg,
30 and 30;000 Me eduglly useful for ;'spégifié éﬁ;poéé?:\zigg; since
the frequency stability of equipment--its ability to remain on the
assigned frequency--may be expressed as a percentage of the:assigned
frequency, the present channeling at, for example, 1000 Mc must be
about 10 times the channeling at 100 Mc. It follows then that 100
Mc of spectrum space in the region of 1000 Me will not provide as
many channels as 100 Mc of space will in the region of 100 Mc of
space in the reg;on of 100 Mc, The relative division of the

radio spectrum by megacycles of space between 30_and 30,000 Me

between the Federal Government and non-Goﬁernment is shown by

wikdh ] N
Table II, .-~ . : -
RV A Table II | -
Relative Division of Radio Spectrum
Fodoral Governmend ve. Non-Government
30 Me to 30,000 Mo ]
. (Based upon number of Megacycles)
tét?{i Portion Amount o
SRR - of of Federal Non~-

Spectrum Spage. Geyernment  Governmept Shared Amatgur

© We . Me Me Me Mc Me

30-300 . 270 . 11356 119.44 24,00 13,00

3000-30M 27000 11875,00 10500,00 2650400 - 1975.00

\ Total 29970 12345.76 1172944 3641.80  2253.00 -

#Part of the space now-allocated to the Federal Government is re-
served for future use by civil aviation, ab which time it will be
shered with non-Govermment,
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' This table shows that, contrary to general belief, the Federal

Government has exclusive use of 42,1% of the space botween 30 and 300

Mc and but 13.2% of the space between %00 and 3000 Mc, The Federal
Government has its largest percentage (44%) of any decade between
300 and 30,000 Mc, If the analysis is based on a logarithmic
frequency scale, & method more nearly reflecting the actual possi-
bilities for derivation of channels in the spectrum, the relative
division of the spectrum is as shown by Table III,

Table III

Relative Division of Redio Spectyum in Percentage
" Federal Government vs, Non-Government -

30 Me to 30,000 Mc
(Based upon logarithmic scale)

“Portion of Jederal . Non=
Spectrum - Government - Government - Shared Amateur
Me - % % % %
30-300 2907 a 7 5740 805 4.8
300-3000 18,8 43.6 28,3 9.3
3000-30 M 36,0 36,7 18,7 &6

* Total 282 45 18,5 7.6

While Table II shows the Federal Government has about 50% of
the total spectrum space between 30'aﬁd”50,000 Me, Table III shows
that, based on the probable nﬁmber of usefﬁl chapnels which can be =~
dg}ived, the Federal Government has allocated for iis exclusive ﬁse

less fhan_a tﬁird_of the probable number of chamnnels which can be

STRIC R R
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The precading discussion and comparison of the relative division
'of the spectrum is not considercd complete nor final., It doeg, how-
ever, show thgt while the contention that‘the Federal Government
has 50% of the useful radio spectrum is not strictly true, the
Government does have a large proportlon. This large use of so valuable
- g national resource demands adequate justification and the most care-
ful management to assureAits operation in full accord'With national
policy and to meet ﬁfoved need in the best interest of the nation..
N A cﬁrreht major problem involving the rqlative division of the —

radio spectrum and relative needs of the Federal Government and non-

_'quernment ugers is that of finding adequate space in the spectrum

for television, There are now allocated for television bfoaaoasting

12 very high frequoncy (VHF) 6 Mc channels &s shown by Tablo IV.

. Table IV
v VHF_Channels.

- Channel No, Megacycles | . Channel No., . Megacycles
2 Tos4-60 8 180-186
3 60- 66 -~ 9 7 186-192

4, 66~ 72 10 y 192-198

5 76- 82 ' 11 _ 198-204

6 g2- 88 12 T 204210

7 174-180 13 - 210-216

" The gpectrum space-betweeﬁ_A?O_and 890 Me or 410 Me was reserved by

ghe FCC fqr ultra high frequency (UHF)'télevision broadcasting channels.

To date, experimental licenses only have been issued in the UHF band.

A Ag the number of television stations in operation inc#eaéed5 it ;2"

became evident from resultant interference between stations and from
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field measurements that the theory of optical or line-of-sight trang=
‘mission was inadequate and that transmission of the television fre-
gquencies also took place by way of the troposphere, To assure that
the natipnal television allocation plan should be based on the
goundest engineering foundation, tho Commission released its order 1
.. of Scptember‘jo, 1948, suspcending action on pending and new applica-
tions for permits to construct televislon stations until the technical 4
phages gf televisidn"éllécafion were resolved, ‘
‘ Thefe ig now pending the.Gommission proposal (Dockets Nos. 8736,
8975, 8976; and 9175) to reallocate the television channels to pro-
,vide greater protection from tropospheric interference and to allo=-
cate an additional 42 six-megacycle channela or 252 Mc of gpace in-
- the UHF band, This proposed plan, if adopted, w111 reduce the total ;
numbor of VHF television stationg in the U, S, and the number allo- '
"~ cated to gome areas, It will, however, provide for additional UHE '
gtations, The proposed plan contemplates the allocation of both
vip aﬁﬁ UHF television stations to the game community. There is E
little possibility that a UHffstation can compete succegsfully with

a VHF station, Within practical limits of power, a UHF station

_; cannot serve as large an area as cau a VHF station.. For a considerable . |
B Rﬁriod,after'thekUHF stations commonce operation, particularly in

¢itiocs where there are VHF stations, thore will probably be few

S~ UHF receivers and consequently a limited audience. . I
-~ ‘ o . - o . : o —,‘» . 2
C ~ These technical problems and the recent agitation to reserve - 3
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a number- of VHF channels for.oducational purpreg sen&e to increase
the pnessur0~forrm6593VHF channels for the.rapidly gfowing tolow

vision induntr&. Television interests are continvally pressing‘for
more spectrum space in the VHF band or immediately adjacent thereto,

Assuming tho validity of the need of television for the 42 additional

- channels adjacdnt'to the present 12 channels, the problem becomes

one of finding 252 Mc of continuous spectrum space botween channols

' Nos, 6 and 7 and above Channel No. 13. Thus the question'ariSQS--””'ifji

Can the services now allocated these frequoncies move, and if 80,
to where? -
'An examination of the present allocations in the 86 Mc between

88 and 174 Mc reveals that the Federal Govermment is allocated 28

Mc; non-Govornment is allocated 30 Me;and 24, Mc -is-shared by

Fedéral,Government»and non~Government, Of the Federal Government
allotment 16 Mc is within the VHF band which the U, S, was forced

to use to work w1th ‘its allies in World War IX and whlch isg used for

. essential military purposes. Only the remaining 12 Mc offers-any- -

~ possibility at all for TV channels (2). Twenty of non-Government's

30 Mc are allocated to the culturally and ﬁechnically important FM

broadcasting. Even if all of this space were reallocated to tele-

vision, it wowld yield only three channels. The 24 Ne shared by

‘5nEgderal Government and non~Government ig used for aeronautical navi~

gation and aircraft control, part of the SC=31 system of instrument

5
landing of aireraft. A great 1nvestnen$rof.time, money, and develop-
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ment regources has been made in this system and it cannot be changed
overnight, At beét than,rnot more than 5 TV-channels could con=-
ceivably be allocated between 88 and 174 Mc._ Thls would leave 37
“w”chann§1$$oru222 Mc to go above 216 Mc, the present upper limit of
VHF-TV, | |

Until January 1, 1952, when the agreement with the British to
uge the band 220 to 231 Me for the British Radar Indicator System
at U, S. gatoways terminates, the nearest froquency above 216 Mc
vhere a TV channel could start would be 240 Mc, Provision for 39

additional channels or 222 Mc would extend the TV band up to 462 MNe,

well above the upper limit of thé VHF band or 300 Me, and into the =~~~

progent UHF~TV band. Such an allocation would necessitate moving
and finding new space for the seronautical radio navigation "Glide
Path," also part of the SC-Bi Instrument Landing Syatem,{Mqﬁquo;;wﬂ,
ogicél Aidé, Amateur, éssqntial military serviceéé and~£on;Government
land mobile services. A number of these sllocationg and uses, for
example, the Glide Path and Meteorological Aids, involve agreements
and tfeaties with other nations and could be changed only with great
difficulty and delay. Msny of thege allocations and uses involve
great investments in time, money, and development resources which’
_qannot be wagted.
-% The investment in time, money, and development resources is

proportionately 1mportan# to the television industry., At the end

of 1948 the eatimated 1nvestment in tangibla property of television

wisd¥

EE STRICTED

'Approved For Release 2002/01/04 : CIA-RDP84-00499R000700100001-8




Approved For Release 2002/01/04 : CIA-RDP84-00499R000700100001-8

63.

stations and in receivers wag $403 mllllon. By tho end of 1950,
even though no new station construction permlts ‘were granted after
September, 1948, there were 107 gtations serving about 10,6 million
recoivers, Manufacturers have reached large scale production of

recoivers and during December produced 704 thousand receiverg...at--—

: the end of 1950 the estimated investment in tangible property of

telovision stations and in rcceivers had grown to about $3.09 pillion.
Talevision net time sales for 1950 were estimated at about #84 million,
compared with $28 million ih 1949, This rapid increase in the number
of receivers and investment makes much greater the impact of changes
in frequency assignment, Even should additional chamnels become
available between the present Nog. 6 and 7 chamnels, most of the
oldér receivers would require adapters or converters to recelve them,
Dolay in solving this problem multiplies the difficulties and ex=
pens§ of making the necessary changes., |

The problem of finding sufficient spectrum space for televigion

hasvdefied solutioh gince the beginning of postwar planning in 1943.

It can be solved only after the most careful study and weighing of

competing needs of all concerned to arrive at a solution in the best
national interest. By no sgtretech of the imagination could it be
regsolved by a temporary board This major problem in itself empha-
%

sizes the need for a high-level permanent agency concerned with

telecommunications, and with the resolution of'eonflicting Federal
L\

Government and non-Government requirements.
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Summary
N  In the 50 years since its inception, use of the radio spectrum -

has grown into an enormous, vital, and complex activity connecting
'all countrieg with means of rapid communications. The radio com=
munications systems which have developed are of major importance-to™ .
the United States and to the world in the dissemination of infor-
mation and maintenance ofrsecurity and welfare, and in the conduct

of business.

With the development and expansion of radio, the need for
regulation, both national and international, has grown until the
resulting organizations, treaties, and agreements have become as com-
plex as telecommunications itself, Mogt of these organizations and
agreements wers devised to meet an existing need.and not in anticipa=
tion of future needs., Irequently they were not established formally |
until, long after they started to function, Once formalized, legis-
lation and‘prgénizétions to deal with telecommunications have not
”»,fj'_f | kbeen kept current with this dynamic activity. The condition of "too
o iittle and too late" hag held moro often than not.

Exiatiné organization'to control use of the gpectrum, one pf‘-
u‘ the moat valuable natural resources of the United States, is res-
‘,fg;‘; ' apnsible for”the egtablishment or continuance of dual control of this
fesource. This dual control has led to friction, misunderstanding,
'waste, and avoidance of regpongibility, -The organization is lacking

ih_over—all policy guidance, and so complex that few persons understand
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| all its ramifications.,

Weaknesses in tﬁe prosent United States telecommunications
organizations and lack of high national policy and direction have
hindered the United States in the national control of telecommunica~-
tions and in its international relations on tolecommunications. The
presont telecommunications legislation and organization have failed -
to prodﬁce adequate direction, leadership, administration, and
control and have fostered dissension betweon the Federal Govornment
anduindustry. Many of these shortcomings could have been mitigated

_Af not avoided. i |

f-"_rw o The Unitad Statés ratified the Atlantic City 1947 International

| Convention,.including“adherence to the Atlantic City Table of Fre=
quency Alloﬁations and associated radio regulatibné. <OVGr fh:ee”

: : 1years later, there has been no acceptable pdéition and plan for the

"‘5'i‘ éimplementation>of this Table éor more efficient and orderly use of
thig limited resource. ‘

Experience of the past three years hag highiighted the diffi-
culties of implementation under the procedures_envisagcd at Atlantic
City. ULack of plans and policy plays a large parf in the inability
of all countries concerned to agree upon implomentation. It was
obvious to the Board, in view of the forthcoming meeting of the

'ﬁAdministrative Council of the ITU in Geneva in April, 1951, that

gpecial steps would have to be taken to overcome the lack.

Accordingly, in October and November of 1950, the Board dis-

RESTRICTED .

" Approved For Release 2002/01/04 : CIA-RDP84-00499R000700100001-8




.

g

Approved For Release 2002/01/04 : CIA-RDP84-00499R000700100001-8

- 66,

cusged the problem with the Under Seoretary of State, the Deputy
Secretary of Defense, and the Chairman of the Federal Communications

'Cbmmission. The Board proposed that these three officials constituto

 themsalves into an ad hoc committee, and take responsibility for

reviewing the ﬁolitical and technical difficulties contributing to

the impasse, and for recommending workable policies for the Govern-
ment to follow., The Board further recommended that fhis ad hoc

group enligt the help of a small panel of especially qualified persons:\

who would makc an objective appraisal of the factors of national in~

terest involved, independent of the particular interests of any

“claimant agency.

The proposal was occepted; the ad hoc group was formed, and
the independent panel get up in January, 1951.-

Since the beginning of World War II, the allocation of radio

frequencies has been increansingly an engineering and executive matter

and not merely a record-keeping problem, However, the U. S. has

failod aven to maintain adequate records of frequency assignments.

’Sound frequency management could find ways of greatly reducing the

pressure of the demand for radio fregugncies, bringing it more into
keeping with the supply. Under present management and policy, that
_gressure’has-grown to dangerous proportions, In the ten years,befwegp
1939 and 1949, the number of discrete frequency agsignments between

4, and 20 Mc used by the U, S, waa doubled, The growth of U, S,

TR
international long-distance broadcasting has greatly increased the
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demand for frequency asaiépments. Tn the critical world situation,
there”is’little chaﬁee that phe pressure will be reduced. The only
\\ . ~ golution is improved policy for the use of radib and better mahage-'_
ment of the radio spectrum,
7T Moét of the differences of opinion between the Federal Government
gnd industry users of the radio. spectrum spring from 1ackwéf informa=-
tion concerning the relative needs of Government aﬁd iﬁéﬁsﬁ;y fﬁf
radio and the relative division of the spectrum, Previous estimates
_of the relative division of the spectrum have been based on noﬁ—_
 repregentative methods of evaluation, Measured in terms of spectrum
épace'rather;fhan ﬁﬁmber of Qiscrete frequency assignments, the
TFederal Govefnment's ghare, though not g0 great as is commonly
believed, is nevertheless large. While we do not know whether this
. use ias out of propgrtiqn to the Government's responsibilities, it is
apparent that it must have thé“most adeqﬁate justification and careful
‘management if the greatest benefit is to be obtained from this resourpe.ﬂ i

Pressures for additional, suitable channels in the VHF region - - =

~

for television brosdcasting pose a major immediate problem. By the
" end -of 1950 the estimated investment in tangible property alont of

107 television stations and 10.6 million receivers amounted to about

%B billion. Television net time sales for 1950 were estimated at

about $84 million. Most of the existing receiverd:will have to be
- modified or provided with'adapters to receive additiqnai channeié

N
- rogardless of their location in the radio spectrum. The great growth

4 o . gmesTRICTED -~ T T
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of television broadcasting, agitation for the reservation of VHF

channels for educational purposes, and the discovefy of tropospheric

interference have demonstrated that 12 VHF channels are insufficient

to meet the stated needs. ?he gpace desired for television is now

used for essential services of the Federal Government and non-Govefn=

mont uasers with great investments in timé; money;cand develbpment
resources which should not bo jeopardized by woving the poromptory of
thesec services, In addition, the entire VHF band of 270 Mc is insuffi-
cient to acoommod;to.the apparont desire for a total of at least 324 Nc,
Thig Board is of the opinion that a $ 3 billibnr rapidly growing
indﬁﬁtry and a multi-billion dollar Federal Government investment for

defense, civil aviation,and other essential non-Government services

cannot long be ;eﬂﬁ,inathiS“uncertain situation, Because of the rapid
.- increase in the humbor of'héw, individually-owned receivers--over- —

700,000 ip’Déoembéf 1950-;frequéncy allbcations cannot be changed

cagily and mistakes reach far into the future, This major problem

alone emphasizes the need for a high-level permanent agency congerned

with telecommunications and with the resolution of problems involving

- -the_interest of both the Federal Government and non=Government users.,

No témﬁbrary Board could hope to resolve them.

The high frequency portion of the.spedtrum between 4 and 27.5

medium and long~distance telecommunications, tropical and long-distance

L) _ .
broadcasting and other services, and because of its international
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aspects; Better'ah&‘mére.fé;-sighﬁéd management anq regulation
"might’hévéraverted{some,of thege difficuities; The full péssiﬁiia:‘
ties 6f thé fadio gpectrum have not yet been reélized, but are béing
approached, Exploitation of the spectrum is not static but is fluid,
increasing with thé'cooporafion and good will of users, improvements
in equipment, operating techniques, circuit discipiine, need, and
ffﬁiliipgpggg}to»accept a poorer grade of service where necessary.

It is not likely that,the improvements deriyed from these measures
will keep pace with the demands unlsss énbrgetic gsteps are taken

to cstablish an agency competent to assure the best circuit dis-
cipline, oquitablé‘allocationnof froquency channels, and full use

of technical developmenta,

Conclusgions _

}. Pressure on the radio frequency spectrum is steadily in- -
o creaging as a result of the greater use of radio inrteleqommunicatioﬁé.
2. The moans on which we have relied in the past for manage-

montlof the spectrum are no ldnger adequate to resolve in the besﬁw”/’,
national inferest the ﬁroblems producéd‘by fhis iﬁcré&siﬁg.ﬁggésure; '
. The current difficulty growing out of the search for guitable space
for television broadcasting in 1tself emphasizes this inadequacy.
\ 3. Measured in terms of apectrum space rather than in number
o}rdiscrete ffequency'channels, the Federal Government's share of
'lthe apectrum, though not so great as is commonly believed, is never=

K ) .
tholess large. While we do not know that it is out of proportion
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to the Government‘s responsibilitics, it must have the most adequate
justificatioﬁkand carefui maﬁégémont if the greatest bonefit %? to
be obtained from it. o .

be There ig nced for a continuing determination of the changing
requirements of Federal Government users both among themselves and

in relation to the requirements of other users,

5, The recent rapid worldwide growth of telecommunications,

" combined with the needs of tho current national emergency, makes the

rogsolution of these problems a matter of great urgency.
6, The resolution of theso problems can be secured only through
adoquate, energetic management, which demands that the Government

organize itself to take a comprehensive view of the telecommunications
[T : L '
field, T , :

R I " L
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CHAPIER III

UNITED STATES TELECOMMUNICATIONS AT HOME

epal¥

Our normal industrial and commercial life is dependent upon the

Aransmission of millions of megsages and conversations each day.

'A rapid flow of informatlon is necessary to the operations of

Government, Public health and safety require rapid telecommunica~
tions, Quick transmission of communications in storms, floods, fires,
epidemics,;and striﬂes facilitétes control, rescue, remedy, and res-
toration, In keeping with 6ur traditions of a free preas and public
enlightenment, millions of words are transmitted annually for publi-
cation in print and by radio broadcast,

The persistence of the demand for telecommunications is shown
by what hapbena when either of the two basic systgms—-the telephone
and the tolegraph-~is unable to maintain service,

Between April 7 and May 20, 1947, a large number of telephone

company employees were on gtrike, The public telegraph load in the

month of April jumped more than 8 million megsages above the previous
" ponth and produced additional revenues estimated at $7.4 million,

Conversely, during a telegraph strike in New York City from January
8 to February 10, 1946, telegraph revenues dropped almost $3 million;

N a ‘substantial portion of that amount went into abnormal telephone
~ receipts, ' ' N -

: i National Defengs,~=The country's telephone amd telegraph resources
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provide the,packbone of miliﬁary telocommunications in time of
emorgency, Thg erendénce of the armed forces upon the domestic |
télqcommunications facilities of the United Sﬁatés 1s indicated
by the following statement made to the Board by the Department

of Defense:

_ "The nerve system of National Defense is the sum
total of all communication systems that are available,
operationally and potentially, for the prosecution of
any emergency or war effort, The operatlonal existence
of nation-wide systems of rapid voice and record communi-
cations in peacetime is indispensable from the standpoint
of meeting the wartimo requirements of both the military

- gervices and the civil economy. As the intensity and com=
plexity of warfarae continues to increase, correapondingly
greator demands will be placed on the communication gystems
of tho nation from the standpoint of both circult capacity
and flexibility of operation. It is, therefore, considered
in the vital interest of National Defense that there be
maintained within the United States to meet that need as
many nation-wide commerciasl communication systems as are
economically feasible,"

Civil Defense.~= Since the outbreak of the Korean action in June,

+. 1950, the attention of the people and Government--Federal, State,

énd city~~has been drawn to the need to plan and-organize for civil
dgfense.

For the over-all national intefestbthere mugt be sound, modern,
officient nationwide systems for the rapid handling of telecommunica-
tiona, From the standpoint of national security ahd civii defenss,

aé? in view of the poséibiiity of sabotage,’strikes, and catastrophe,

dﬁplicate systems should be maintained, Gi?cuits_between key points

. ghould not be concentrated in one cable, on one pole‘line, nor on
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one radio beam route, Nor should all terminal equlpment serving key
points be housed in one building, The dispérsion and duplicatibn of ™
facilities should be considered in all telecommunications planning |
for the future, In planning the defense of our cities against
Bombing, wo neod to be sure that communication can be maintained

~ both within and between cities, and that emergency means are availablé
for communication with the populace by radio,

The Two_Basic Systems.=~Although the telebhone and telegraph

s&stema do not offer precisely the éame kind ‘of service, each can
and does sorve at least ag a partial substitute or replacement for
the other for emergency telecommunication. Much of their outaide .
._plant facilities can be used interchangeably.

Y, To provide the nation w1th an adequate system for both peace
and war, these two basmc networks for telecommunications should be
developed and maintained Eractioal congiderations will 1limit the

N . extent to which alternate routings will be feasible, but within these‘h
limits, each network should maintain separate inside and outside
 plant facilities with alternate circuit routes and‘terminalé.

| In the discussion which follows, the soundness of the naiion's

’telephone gsystem is apparent, On the contrary, the telegraph 1ndustry

has passed through a succession of erises which probably are not overs

. . Cubrent improvements in the position of the industry afford an oppor=

j‘tunity to develop 1nformation needed for sound, long-range planning {

to $vqid future difficulties. e believe that: sound management

.
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and vigorous technological development qgnbcdntribute further to

the stability of the domestic telegraph system,
The Telephone System

The nation's telephone system consists of the Bell System with
approximately 34 million telephones, together with some 5,000
independent telephone comﬁéniesiépéréting an addiﬁionﬁl'8‘million
telephones,

\

Units of ths Bell System are the Amerioan Telephone and Telegrapl: -

| Company, its genefal departments and its long lines depsrtment, 20

"associated'Bell operating companies, Western Electric Company, and

the Bell Telephope'Laboratoriés. - The independent companies are

served by a healthy manufacturing industry which has pioneered many
important technical advances such as the use of dial telephones,

Desoription of the Bell System
The Bell System's primary undertaking is the furnishing of
tolephone service, Through interconnecting arrengements with the

indEpeﬁdent companies, it provides domestic local and'long-disﬁance

telephone servico to the 42 million U, S, télephones, and international

telephone service with nearly all of the balance of the estimated 72

' million world telephones. : o (

%
- The Bell System also leases to its clients telephone and telew

graph circuits for various domestic services, maintains a teletypewriter
‘ /A,'J _' o i . o . -
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exchange service (IWX), aifelephoﬁe-sérvice to land niebile units ma
to aireraft, and telephone gervice to overseas polnts and to ships
at sea, the latter divided into two categories, coagtal harbor and
high geag,
| The Bell System in 1949 had total assets of nearly $11 billion
and a gross anmual reVGﬁue of nearly $3 billion, It owms or controls
about 80% of the telephones and receives abdutr90% of the revenues
;of the doméstic telephone systems, 1/
» 'Géneral relianpé upon telephone service is so widespread in the
nation that to itemize uses of it would be to labor the obvious.
. Its public acceptance is evideqced by the fact that there is now a
T “telephone for every 4 persons in the country. For the present pure B
pose, this over=-all contribution of the telephone industry to the
‘national interest is taken for granted, and other individual contri=-

butions are discussed specifically.

o The Bell System and the National Security

The national'spourity requires that there be';véilébie,'to expand

- or supplement the military communications system, a nationwide effi=

-

-~ clent, integrhted, and diversified domestic ta;gphonq,system operated
by personé loyalﬁtq’thb‘ﬁhitedwstates. Defense planning ghould also

-

‘include multiplgrautomaticﬂcommunications gystems on a national gridn

" .

1/ Attachment ITII-A gives selected Bell System statistics which
reflect the size, growth, and importance of the Bell Syatem and some
conparative data with the totals for all telephone carriers for 1949
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4o insure continucus operation if key points aréidééiibﬁéa{"Fufther,

wo must plan for essential expansion, and stock critical materlals.

Efficient, fully functioning civil operations which support the

military operations are also nocessary to a successful war effort;
' To funetion properly, civil activities such as commerce, manufacturing,
transportation, exercise of dbvernment, givil defense, fire protec=

tion, and public information must have adequate rapid communication,

In time of national emergency, the communicatlions networks must

be expanded to inglude many new‘mahufaoturing plants and military

posts, Communications must be provided for fire protection and guard

e

e

must be furnished for workmen and military persomnel, FreQuehtly,
trunklines as well as local facilities must be expanded,

In World War II the Bell System provided AD0,000 miles of inter-

city leased circuits and 2,600 teletypewriter stations, built new

facilities for over 3,000 military eétablishmants,land provided

600,000 telephones for “them, Aircraft“warnihg'serviée was providedi.

- for 58 Informatlon and Filter Genters, handling Army Flash Calls at

During World War II publlc telephones were installed at 201

‘ icamps (housing over 5,000 men each), at 376 attended locations in-

G%lving about 3,000 attendants and nearly 19,000 telephones., Tele=
phone facilitles were also provided for 88 hospitals with 1,000 or

more beds, with loé'attended locations, 584'attendanps,ﬁand'ovefﬁ-
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'4,600 telephones, The demands of World War II increased the telo=
‘phone ca1193pefrmohth from 2.8 million in 1940 to 3.3 million in- "w _
1945, an incresse of 18%, To meet thesa requirements, the Bell Syﬁtem
expanded from 17 million te;ephones, 89 million'miles of wire, end
$4.7 billion invested in plant in 1940 to 22 million telephones, 99
million miles of wire, and $5.7 billion investegvin_plant in 1945:
... The Bell System provides trainad,telécommuhidaﬁions personnel,

In Wofia;ﬁé;&l;‘14'telegraph battalions were formed with men from

the Bell System, In World War II, communications speciallsts cadres
wore designated to provide a nucleus of experienced telephone men
within each of 380 Signal Corps wnits, For these units 4,250

officers and enlisted men came from the Bell System, Over 400 addim
tional Bell System specialists volunteered under this plan for deaig-

nated commissioned staff positions in the Signal Corps, In all,

nearly 70,000 men and women from the Bell System entered the militaryu~f

'Vservices during the war, Four affiliated units wore ordered to active

© duby in 1950 after the start of the fighting in Korea, In addition,

- many trained civilian telephone operators replaced military Operatoféff’

During Wbrld War II tho Bell System operated 26 plant schools,
training 7,235 men for the armed forces.

The gystem!s laboratories helped materially in the development
ofﬁnew.tools of war, Tolephone rcaearch conducted in peacotime proved
to be valusble in many military problems, enqbling the Bell labora=

Jtorﬂes to make major contributions to such projects as gun directors,
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rockots, torpodoes, guided aerial missiles, detection of submarines

and magnetic mines, airplanc crew traincrs, propagation of micro- .

" waves, and microwave relay equipment. In all, over 1,200 military

rosearch projects were carried through to completion.

Tho extensive resources of the Bell System also mean that large
quantities of critical items of matorials and equipment can bo stored
for war omergency use, |

TheJextensive manufacturing faciiities of theo Western Electric
Company, a Bell System subsidiary, made it possible to produce large
quantities of urgently-nceded equipment for communications and
military purposes. | | |

The Bell System and the National Fconomy

fﬁg Bell System in 1949 received for its domestic communications
services near1y $3 billion, It paid out about §2 billion in wages
and salarics to some 600,000 employees, and about $346 million in
taxeé,'and collected for the Federal Government about $444 million

in oxcige taxes., Opecrating disbursements‘of about $500 million, in

addition to wages and taxés, wefe made to other companiss and indi-

—

viduals, Dividends of about $216 million were paid to nearly a million

stockholders, Qapital exponditures of over $1 billion were made for
expansion, The éystem‘a major contribution to the national economy,
diﬁficult to measure in dollars but nonetheless real, is the increase
ih business attributable to the convenience of rapid communication,

4 The Bell System and the commecting companies“ﬁetwork provides
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widesproad facilities for distribution of international wire and |
radio telephone messages. These facilities conneet the nearly 42
million telephones in the U, S, with nearly 30 million telephones
in 86"other countries of the world, In 1949 about 620,000 overseas
and'high~éeas telephone calls wers completed, producing sbout $7
‘million in revenua.

‘Irends in the Bell System

Technological Trendg,==The domestic telephons communications

LN

- - ‘}

~ systems have made many mechanical and technical advances which have

\ E

impfoved the quality and speed of service. The "hearability" of
~ the telephone has been improved about fourffold in the past 20 years
”f?v through the use éf newly—dévaloped equipment and techniques. Greater
use of automatic equipment has reduced the average time of completing
toll and long distance callé from 1.8 minutes in 1948 to 1.5 minutes
, in 1949, with 95 out of every 100 being completed while the calling
party was holding the line;
Dial telephones have besn increased to 73%.of the total, New!
type toll switching systems enable customers in large areas to dial
their own calls directly to other citles beyond their local calling
areas, : _
The provision of the toletypewriter exchange has made it possible
f0ﬂ any one teletyﬁewriter to be connected to any other of the 25,000
telétypewriters in the gystem. o -

‘Coaxial cable and microwave relay have appreciably increased the
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availablg qhanhel cépacity and improved in great measure the quality
of elecﬁrical"tpansmiésions.

) Manual switching or relaying has been greatly reduced through
the use of improved automatic switching systems. Toll dialing equip~
ment is now in operation to permit operators to dial tollrcalls-
straight through‘ég 25,000 toil;circuits to over 600 citles or towns,

Economic Trends,--Since 1939 average hourly earnings in the’

"telephone industry have increased 70% and costa of materials have

increaged more than propoftionally. For instance, in 1949, electro-
Iytic copﬁer was 2.2 times its 1939 cost, zinc 3.3 times the 1939
cost, and lead 3.38 times the 1939 cost. These rising costs have

-~

been offset in part by operating economies and by local rate increases,

From the early days of the telephone, revenues from local service

have generally followed business conditions, lagging behind somowhat

. and fluctuating to a lesser extent, Through the years therc has

been an increase in the number of local calls that can be made without

inereasing the subscriber's monthly bill,

Wbrld Tar II started another cycle of rising costs which the

company has sought to offset by roquesting increased local rates,

 'With earnings below the average of the previous 25 years; the Bell

Telephone Companies, faced‘with riging costs and wages and the need

- to expand plant facilltioa, in 1946 sccured local rate increases in

8 states and requested rate increases in 16 others, By 1949 increases
inrlocal rates had . become effective in, or had been requested in, .
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practically every state. Though increases in local telephone rates
have varied for different classes of gervice in different places,
the increases requested (including those already granted) averaged
about 20% of the Bell System revenues,
The U. S. Treasury Department 1947 study entitled "Excise Taxes
on Communicationsg" summarized the subject of ratea as follows:
"Rates charged on local telephone service vary among
localities and are subject to differences in State regula=-
tory practices, Following increases made after World Wax
I, there were no important changes in bagic rates until
1946, There was a slight decline between 1935 and 1941,
but no change in prices to consumers during the war excepb
for the increase in excise tax, Although basic rates re-
mainod substantially uncheanged for a long period, the rate
of roturn permitted to be earned hasg gshown a long-term
decline. Rates probably were not reduced during the period
between the wars because the increase in the domand for
local telephone service apparently leads ‘to  higher unit
cogts which the companies have only been able to offset by
technological developments and increased employee work loada,
Becauge of higher costs, rates are now being increased.”
Since 1919 interstate long distance rates have been periodically
" reduced, under the jurisdiction of both the Interstate Commerce
" Commigsion and the FCC, ,Ovor'the period, 14 reductions have been
made, Most recent action was taken on January 19, 1951, when the -
I _ - FCC directod that A, T. & T, and its 20 affiliates in the United
States file a statement before March 23 on the basis of which decision
would be taken on a possible interim reduction of long-distance rates,
~ Hearings to determine whethor exlsting rates are unjust,runréasonable
and burdensome were schoduled to begin April 16, N

4 The Commission's order was taken as ocoaéibn by the National

~
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Association of Railroad and Utilities Commissioners (NARUC )=w
ropresentative of the state commigsions whéae responsibility is for
intraatate rates ag distinguished %rom the interstate toll ratcs
with which FCC is concerned==to potition to intervenc and gook
enlargpment of the issues. The NARUC move was strongly ;ndorsed by
- Senator Ernest W, McFéfland of Arizona, Chairman of the Communications
Subcommittes of the Senate Interstate and Foreign Commerce Commltteo.
In a letter to the Commissioners, Jaﬁﬁééy 30, 1951, Senator McFarland

gaid in part:

YTho problem of disparity in telephone rates has disturbed me
for a long time although I appreciate that it is commendable on ‘
the part of tho Federal regulatory agency to be vigilant in

. - attempting to avoid an inordinately high return to tho American
‘ -~ company on its plant investment. The trouble ig that the
general public does not realize that every move that is made

" to reduce long distance toll ratoes results directly or indi-

"rectly in an eventual increase in local exchange rates and in
 intrastate toll telephone rates.ees

nSome of the oxamples,..of differences between an intergtate
toll rate and an intrastato rate for an identical or nearly
identical mileage are almost fantastic, For instance, tho
throo minute station-to-gtation rate between Florence and Yuma,
Arigona, is $1.05 while the rate for the same sorvice botween
" Yuma and Winterhaven,California, is 80¢ although the telephone
“route mileage is identical, namely 197 milcssess

, "Wo all know that the nationwide telephone plant is a complex -
 and closely integrated structure and that over the years no
- peparation formula has been wholly fair or wholly satisfactory
oither to the American company and the associated companieg or
4o the 48 stato commissions, But- one thing is cloar to all
. . of uge-there would be no long distance toll business without
% the local plant and the local telophone ingtrument in each home
 and businoss.see :

WThe fact remains that while the Commission (FCC) has ordered
N 4 long distance rates lowered, local exchange and intrastate rates -
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have steadily increased. Moreover, while wages and other goneral
 expenses of doing businegs have increased tremendously, those

who use-the long distance actually get choaper sgorvice, In my

judgment, this anomaly cannot be oxplained away by meoroly in-

gilsting that greater volume of long distance business has

brought this about since it is clear without any question that

the basic volume increase is due largely to the tromendous

oxpangion of local facilities,"

- Tho Western Union Telograph Company also filed a petition to

intervene, on thé'grouhd'that a substantial reduction of long-distance

- rates might advorsely affect its financial stability. The Goneral -

Services Administration of the Federal Government also peﬁitioned o
to intervene, citing that the Government is among the largest single
customors of the Bell System,

Total taxcs on the Bell System's telephone service in 1949 aggro-
gated nearly $800'million-—an increage of about $100 million over 1948,

Since the carly days of tho telophone, the-grosa revenues of the
telephone systoms and in particular the Bell System have increased
rapidly except for a temporary regrossion following 1930, By about
1940 the Bell System had again rached the rovemwe lovel of 1930,

..and the impetus bf’World War II incroased its earnings even more— -

rapidly until‘in 1949 its gross revenues were nearly $3 billion,

The capital investment, operating oxpenses, and taxes showed

 the same general rise from 1925 to 1950, inoreasing more rapidly

gince World War II, As & result the per ceng'return on capital of

from & high of 8,7% in 1927 and 1928 to 4,3% in 1933, then fluctuated
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botwoen a high Of,Z%,in-194O and a low of 4.5% in 1947, rcaching
Ae9% in 1949.‘ The average‘réturn for tho 25=ycar period was 6426%, _
- Through 1931 the 4. T, & T. nevor failed to carn its dividend,
| In the next 17 ycars, there wore 9 years when the dividend was not
carned but was paid partly out of the gurplus accumulated ovor the
yoars, The Bell Syatem at the end of 1949 had o surplus appllcabTo
5 tQ‘A T, & T. stock of over $340 million,
Witﬁ minor excoptions there has been for some years a monopoly
of telephono service in each area. Bates'and sorvices, instead of .
being controlled by compotition, are now regulated by State commisaions
and the Federal Communications Commission, Although there are more
than 5;000 telophoné companies in the U, S., tho Boll System is the
dominant unit in the domospié felephone commmnications field, Actual
ownership of the Bell System is now in the_handsﬁgf nearly 1 m}lliqp
— . atockholders, | 7 '
General Trends,=-=The growth of the Bell Systom roflects the im=
portance of the telophone to U. S. industry and social life,

_The requirementa of the public for rapid, flexible -record cofi=
municafions led to the oxpansion of the Bell Systemls private line
gervice, begun before 1§90, and its telotypewriter exchange service
(TWX), started in 1931, Togother these total nearly 48,000 stations,
#ith rovenucs of $46 million in 1949.

Mobile radio telephone service for ghips and small craft has

ctigtod for a number of years., State and ¢ity police have used private
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' mobile radio telephones since the early 1930's, The second world
war increased the demand for communications 1n all circumstanced.

In response to this requirement, the Boll System in 1946 inaugurated
the new domestic public land mobile radio telephone service, pro-
viding for connection via radio and wire with any other telephone

in the nation, By the end of 1949 it was available in 144 areas, and
on certain railroad trains,

Influences Affecting the Bell System -

Public demand is a powerful ingtrument in shaping the policy and
opergzgons of the Belleyafem. Demands for better quality and fagter
ahd_cheapér(service, and the companyls pfide of psrformance, have led
to many technicai and operational improvements, Subscriber objec~ __"

| tioﬁ'to delays in complotiqn.of t0ll calls and the ever~increasing -
yolume of calls stimilated the cstablishment of the toll dialing
,‘~’Lj‘iv . gystem, Demands for long distance telephone service beyond the

| capacity of existing plant facilities led to the development of the

~ carrier system, the coaxial cable, and the microwave radio relay,

Through arrangements'between Western Union and the telephone
-company3'a tolephone subscriber may dioctate a telegram to the Western
Union operator and have the cogt charged to the monthly telephone bill._;

The telephone company collects the charge,-dedun#s‘its commisslion
_f3r the work performed, and pays Western Union, Conversely, Western

Union frequently makes delivery of tolegrams by telephone. In addition
toVthe normal telephone servics furnished to Western Union, the
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tolephone company also leases congiderable circuit mileage to Western
Union for its use, At the same time, the Bell System competes with
Western Union for recofd communication busincss through its tele=
typowriter oxchange service, private line teletypewriter, and some
tolograph service,

The Bell System isvclosely reiated to other domestic telecomnu-

‘nications systems such as arc used by broadcasting, airlines, and

other companies, because it leases to them the clrcuits which make

these gystoms possible,

The Telegraph System
Rapid record deliveréd'tolegram gervice in the United States is
provided principally by tho Westorn Union Telegraph Company. The -
service involveg the carrier's taking possession of a message, charging
for it on a word-count basis, and conveying it by rapid means to the

addressee, The business came Into being something over a century

ago, displacing the Pony Express familiar in American legend. During

the past twenty yeara, the telograph business has undergone a nunmbor

" of economic vicissitudes, In an effort to overcome thess, the Congress
in 1943 pormitted merger of the Postal Telegraph Company with the

“Wegtern Union ‘Telegraph Company. As the company neared the start of

ity second century, increased business and industrial activity in the
\I‘i 3 N -

Unitod States anmd increased alcriness and aggressiveness on the part

~ of Westérh Union's management combined in April 1950 to change the

e o
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oarning status of the company for the better. Western Union in
1956 showed an encouraging nof income after aeveral yesrs of deficit
operation,

Tho troublss 6f the hélegraph—iﬁiustry gave conearn-to Congrass
as many as fiftoen or sgixteen yecars ago., The 1943 mergor action

stemmed from those troubles, Recommendation has been made from time

%o time that a thoroughgoing long-range study of the problems of tele-

graph éommunication should be made by appyopriate Government authority.
The most rccent such reéommondétion was that of the TFederal Communi-

cations Commission in 1946, but the necessary funds were not mado

“available by Congress. Present porformance and immediate prospects,

- howaver encouraging, do not eliminate tho noed for such a study,

Description of Western Union Tolegraph Company

Since its incorporation in 1851, 'Wostern Union has gradually N

"devoloped into an integrated nationwido telegraph system through

purchase, loase, or stock ownership of more than 500 telegraph proper=-

-

ties, The merger of the Postal Telegraph fompany with Western Union

in 1943 virtually completed this process, Tho system operates as a

regulated monopoly under the provisions of the Communications Act, ‘
which placos regulation of interstate and foreign communications by

tolephone and tolegraph, both wirs and radio, in the hands of the
’i - B .

~ Federal Communications Commission, Purely intrasteto wire “communica=

tion does not fall within'Commission jupisdiction, = e
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The provisions of the Act require that common carriers gubject

- thereto furniah service at reasonable charges upon reasonable roquest,

Without Commlsalon approval, carrlers may not construct or acquire
interstate lines or curtail or discontimue service. All charges,

practices, classifications, and regulations must be just, reasonable

tariff schedules for regulatory purposes.

Western Union as it operates today under this public sanction

~ webs the nation with more than a million miles of open wire and almost

380,000 miles of wire in undergound and overhead cables. This outeide
plant directly or through trlbutary lines of telephone companlee,

gerved almoat 30,000 public telegraph agen01ea and offlces and 22,000

- private customer offices scattered over the nation, - In edditdon, 42

million telephones 1n the Unltad Statea are available to the subecrl-

"hera forvthe filing or receipt of tolegrama,

“Over 41,000 employees received more than $125 million in 1949
for operating end maintaining this system. More than 174 million -

domestic ﬁelegram nossages were handled in 1949, producing revenusa

of $141 million at the average toll of about,SZiéahte per messago.

Jﬁegsihveﬁtment in thig communication plant runs over $172 million,

The largest customer of Western Union is the United States
_Goyernment; which as a single user, prevides more than 3% of the
'toﬁal domestic oporating revenues of the company.

)
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~m»Wastern Unlon offora a number of telegfaph services, including
stralght telegram, sorlal day letter, night letter, telographic
money order, telemeter gervice, leased-wire, custom-built tele-
graph systoms, commercial news sgervice, and 11lustrated telegram
gervice, In addition, it handles correct time service, messenger
errand service, messenger distribution service, collection and re-

mittance sorvice, and American Express money orders and travelers?

checks. i = B

While, historically, Wesgtern Union has been and still is a
wire system, it has recently begun to utilize radio in several

applications. One of thege is the use of microwavos (radio beam)

o
e

- 4o replace wire for trunkline chamnels, Another is the "telocar

sorvice" which involves pickup and delivery of telegrams by
cruising automobiles connected by radio with the central office,
Still another is the marine roporting service, involving the re-
porting of vessels to the central office by radio from pilot vessels.y
By far the bulk of the traffic today is.recorded on automatic
typowriters calléd nteleprinters" or on typing reperforators. 'Tﬁe
old-faghioned ménual Morse system is disappearing, while the fac-
gimile mothod may omorge as a fully sutomatic device requiring little

operating labor, As the namo implics, this method aims to reproduce

at *the"¥eceiving end the material as offered for transmission--

written, printed, typed, or drawn matter.
2 SR - '
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“With the United Sfates today a‘loader in world affairs, the need
. for efficient international communications is ohvious. International
telegraph communicationg originate at or are destined to places all
over the United States. Hence a pickup and delivery facility 1s
necessary, This facility is provided for the gencral public by the
Westqiz Union's natlonwlde syatem of wires and offices, Tho gyatem
servé;‘not only‘Westefﬁ Union's ovorseas cable service but those of
oﬁﬁer ovefseés cable and radiotelegraph companies. However, in gate~
way citiéé mosf gf the commercial overseas companies handle a large
poercontage of their own pickups and deliveries.
Westorn Union and National Sgeurdty
‘v;,{ffi With a few exéoptions, thé armed forcos of‘tho United States do
N not construct or own domestio wire telegraph networks. Their domestic
telegraph requirements arc met by nﬁrmal tolegram service provided by
Western Union and by ieaseuof facilities from the telegfaph and tele=
phone c;mpanios. - -
" Potential domand for telegraph services in aﬁy' future war may
be gauged by the demands made upon the telegraph industry in World
War II., Fedoral Governmont domestic messages rose from 2.5 million
in 1937 to more than 14.5 million at the war period peak ir 1943, or
almost six timos; In addition, the armed forces bogan to lease tele=
gﬁhph‘lines from Western Union in gignificant volume in 1938 and these
facilitieé roached a war peak of 1,800 miles in 1944. The growth of
- guch sérvice has beon accelerated in the postwar periocd and‘had
e ~ reached 78,000 miles in Septombor 1950, |
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i

The telegraph industry also provideos an immediate source of

"know-how" and facilities to moet special communications require-

ments of the ﬁilitary.rwln World War II, Westorn Union was called

upon to handie more than 7,000 spofial telegraph projedts for war
purposes. These Included development of special equipment to meot
military requirementa, adaptation of existing equipment, and many
research assignments.

In peacetime the telegraph industry provides a ready reservolr
of trained communicationsAﬁersonnel. More than 10,000 employees
of Wcstorn Union and Postal enterod military sefvice during World -
Wﬁr II, Assuming that the bulk of these performed military dﬁty
for which they were alroady trained, the military was thus relieved
of much training offort. The industry not only had to train addi-
“tional persohnel:b handle increasing war business, but also had %o
train replacements for those who entered the armed forces.

Well over $5 million was expended by the tglegraph companies
to set up and operate training organizations.‘ Taking advantage of
‘the school facilities, the military fitted hundreds of members of
the afmed forces into these groups, in order to reduce its own mam~
moth training job. i

Apart from huge increases in the carriage of messageg, special

~oircuit facilities and oquipment were supplied to the Depariment of

State, the Federal Buroaq'bg Investigation, the Maritime Commisaion,
. JUne | : . B
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ol the Office of Strategic Services, the Office of War Information,

SR Army, Navy, Army Anti-submariﬁe Control, British Admiralty,
British Air Commission, other governmental agencies, and many
large basic war industries, Special teleérnm"services were created,
including the casualty méssage procedure,‘the Expeditionary Force
Message, the Homeward Bound Message, and the rédubed~rate telegraph
money order,
Telegraphic communication "know-how," research, and development
contributed 4o the solution of many military communications problems,
Special automatic equipment and circuits were involved, such as
~ radio multiplex, telekrypton, telefax, varioplex on ocean cables,
‘multiple film scene selector, reperforator switching, means for
generation of additional channels from existiﬁg wire 1ine plant,

" etc, While some of these activities produced results applicable

P )
in peacetime, others tended to defer the normal long-range program
of modernization, -

- ) Western Union and thé-Naﬁional FEconomy
Significant measures of Western Union's participation in the
domestic economy are the foliowing rounded figures for 1949:
.y ‘ﬁ Total net investment in communication = - : —
: ' ) Plant0.oolooooi0000000$172000000
oper&ting I‘GVGI’I'LI?S [} ) 1] ® ] » e » [ ] L] [ 3 L O ¥ $l71’000’000
. ‘ ; —, : . - . “
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Total teleograph offices « v o o ¢ o v o v v o 29,400 ~
Tolegraph revenue messages handled., « « « » » 174,000,000

Number of employees 7
(October 3Ly, 1949) o o o o s o s v o o & 41,600

Total employee compensation , + « c e e e e $125,900,000

Total interest charges ' i
(domestic and overseas)s « o o+« « +» » o $ 3,150,000 ;

Federal and State taxes = . : 3
pald by COMPanys « « « o o o s o o o o o $ 5,775,000 k

Federal excise taxes -
paid by customers, « « « o « o o « o o » $ 36,500,000

Trends in Western Union

- ‘Technological Trends
Transmission of domestic telegraﬁhdﬁessages for many years was
accomplished almost wholly by the manual method, employing the

I~ Morse "dot-dash® code.

In 1915 Western Union began a series of technological improve-

ments with the introduction of the "automatic multiplex telegraph

T

- gystem™ on its trunkline network, In this system the-circuit is
"miltiplexed" into two or more chamnels, each of which can carry a

messags in two directions simultaneously. The system is "automatic®

sk : : .
- in that the sending operator, by operating a keyboard, punches a tape

which'iStautomatically‘fed into the system and the transmission ig‘
\ | , LA S
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.~ of service.

“of this type in the offices of larger customers, - -

 “were well received by the larger users of the telegraph service, The

. installation of simplox printers made it umnecessary for a customer

vmessénger pickup-and delivery. .Today more than 20,000 such printers
- are iﬂ:customérs‘ gervice and many thousands more are in use in tele~-

gr&ph officgs opeiééédudirééﬁly or indirectly by'Western Union itself,
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automatically received on an electric typewriter at the receiving
end of the channel, The new system’improved accuracy and speed of
gervice, raised the productivity of operators, and obviated large T E
capital expenditures which would otherwise have been necessary to

carry increaslng volumes of traffic with equal or improved quality 3

In 1926 a modified vergsion of thq_agtomatic system, known as
the "gimplex printing telegraph system," was applied to circuits con-
necting main offices to branch-offices and to smaller independent - _
offices in other communities., By 1928 most of the telegraph companies! F

branch offices had been so equipped, At thig point, to round out the

autbmatic gystem, the telegraph companies began making installations
Because, with little instruction, an ordinary typist could send

and receive telegrams on them, these electric telegraph "typewriters"

who wanted a rapid service to employ a Morme operator. The telegraph I

companies were also interested in avoiding'the'delay and expense of

RESTRIGTED T e
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--plan-to'the extont that the objectives sought at the time of merger

are today;practically realized, In this system each area relay

andy\brench offices and main offices. By 1934 it was determina@ thaﬁ;'w;;?'
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Even with the automatic system, a telegram moving across the

country had to be typed mamually from two to six or oven seven times

en route, To eoliminate such labor-consuming, delaying, and error=

producing manual re-transmissions, the company initiated a limited
program of reperforator switching at its larger reiay offices. By
1943 gevoral of ita larger offices had been converted to this type
of operation, but, because of war conditions, the program was more
or legs suspended, Following the merée£‘of Postal with Western
Union in the fall of 1943, an extonsive program to modernize and ‘
mechanize the combined operation and plant and to improve telegraph‘
servide was planned,

Insofar as reperforator relay switching is concerned, the pro-

gram, originally scheduled to be completed 1in seven yearsd,. was

speeded up in January 1946, The dire necessity for reducing costs

and improving handling methods accelerated the reperforator switching

center has direct circuit connections with every other area relay
cenber, thus avoiding relays through intermediate conters,

In the early 1930's Western Union undertook to investigate the

“poasibilitics of facsinmile to transmit and recordrréproductions of

printed; typed, and hand-written copy. Tho system was tried on both

intercity trunk circuits and on short lines between the customers?
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in its then stato of dovolopment, facsimile had a gpeed in words
per mimute far below that of other systoms in use at thehtime.
Nevertheless, developmeﬁtai work continued and some installations
‘WQro made until the project had to be susponded during the war,
Emerglng after the war was “the desk—fax, a small and relatively
inexpenSive machine capable of sending and receiving mossages, The
operation requires no skill, «It is fully‘automatic once the message‘—
blank is placed in the machine and the gtarting button depressed.
As part of Western Union's postwar program, more than 2,000 desk-
- fax units have been installed in customers!' offices. . The gompqnyfs

management believes that the " desk~fax promises to solve, in part

at least, the perplexing problem of quick and economical pickup ard

delivery of telegrams,

e

To agsist in the solution of the pickup and delivery problem

at branch and "agendﬁ"’offices, installation of transmitting and

recording facsimile equipment designed to handle a subgtantial volume
of telegrams is part of Western Unilon's current program of plant l
' 1mprovement., )

One of the heavy expense burdens borne by the communlcatlona

industry ig the construction and malntenance of its trunk circuitb

\
;
-

' ;»‘* : plant, Over the years, Wostern Union has contlnued the erectlon of”
gtronger and better pole lines, rep1a01ng ‘the less d651rable and: leas
efficient iron wire with copper, and substituting undérground cable

- for aerial lines in congested areas,

%
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In 1934 Western Union commenced the use of carrier current
‘telegraphy in its network of trunk facilities, Carrier operation

permits the derivation of a multipliéitykof circuits from a.smaller

rumber of wires. Even when the cost of the btorminal-equipment

necegsary to derive the additional circuits is deducted, the savings
over bhe congstruction of new wire lines are high,

By 1944 carrier current telegraph had developed to the extent

" that installations between New York and Washington provided 36 highe~

speed twoeway telegraph circuits on two physical wires. By this

: time, it was cloar to Western Union that carrier operation was a vast
- improvement over the "ground return" single wire trunk circuit opera=

~ tion then in general uae. Lo

Westorn Union's wire plant in 1930 comprieed 219,000 miles of
pole line and over 1,5 mlllion miles of open wire, The merger of

Postal with Western Union in 1943 added 31,000 miles of Postal llne ?éf

~and 334,000 miles of wire, but, because of its phy51ca1 condition,

most of this equipment was dismantled after World War II,
By 1950 Western Union's wire plant had contracted to 205,000

miles of pole line (of which 98,000 miles are railroad lines shared

by Western Union) and to a little over 1 million mile§ of wire,

/ifIn’addition to this plant, the company installed and operates

wbre than 800 mllee of multi-channel radio beam, and loases from

the telephone companles 1, 25 milllon miles of carrler channels.

Ty The demands of Wbrld Wer 1T accelerated research and development

\ ", RESTRICTED

Approved For Release-2002/01/04 : CIA-RDP:84-00499R000700100001-8 s




Approved For Release 2002/01/04 : CIA-RDP84-00499R000700100001-8

R | | ' 9¢.

* -+ in the use of radlo, particularly on freguencies above 30 million

_cyclos., Much wag learned about the behavior and uso of frequencies
from 30 million tO'lO billion cyclea., From this research, it has
become possible to adapt radio beams to the fransmission of record
communications, -

Radio beam (microwave) relay involves the construction of a
_mseries of towered radio stations along the desired route, spaced
~ about 30 “milos ‘apart, The beam system obviates the otherwise neces-
sary contlnuous rightsrqf way, pole lines, cross armg, and wired.

As a result of the mechanizaticn’program,'Western Union states
that its modernized telegraph plant is capable of handling more than
- double the present telegraph volumo. Percentage utilization of plant
available for message business as of October 1950 was as follows:

Daily peak period (one-half hour)  32%
Over 24-hour weckday : L%
Over Saturday-Sunday weckend 4%

The company declaros that it recognizes the vital importance
of maintaining‘separate trunking systems as between oral and record
commupicatiopa. Asked what its intentions were as. between leasing —
of trunk~line facilities from the Bell System and the continued
construction of its radio beam system, Western Union told the Presi=
dent!s Communications Policy Board on November 6, 1950:

rﬁ : UContrary to the impression that may have been created
* by Western Union's increasing uge of facilities leased from
tolephone companies in recent years, Western Union has at

the present time and intends to retain in the future a com~
A prehensive network of physical facilities entirely independent

i
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of telephone facilitieS.see

o "Western Union has substantially completed large-scale
e rebullding of 1ts circuit facilities on an FM carrier
; basis, This has involved the transposition and loading
of physical wires on which FM carrier was imposed, the
addition of FM carrier on radio beam voice hands and as
: : required, on leased voice bands. Its radio beam system
g linking New York, Philadelphia, Washington, and Pittsburgh,
is in operation, and in connection with the expansion of
this system the Company has planned routes across the nation
and has acquired tower sites as far west and south as
Minneapolis, Kansas City, Dallas, and Atlanta,

"These plans reflect Western Union's recognition of
the advisability, in the in%erest of national security,
that a nationwide network of telegraph trunking circuits
be for reasons of physical security separate from the clr-
cuits carrying voice communicetions., Given favorable econo=
mic conditions and the high level of demand for circuits
that makes radio beam systems economically Justifiable, we
envisage over a period of time & radio beam system pro-

 viding trunk facilities between major cities, replacing
leased facilities and some parts of Western Unlon's
existing wire plant,

4 "The speed and extent of the expansion of the radio
~ beam system are necessarily dependent, however, upon the
 establishment of National Policy. Western Union's ability
%o obtain necessary capital funds for the expansion will
be influenced in major degree by the establishment of ,
National Policy strengthening its financial position; and
the expension can be justified as a matter of economics
only if National Policy is formulated to the end that
telegraph traffic which has bsen diverted from Western
Union be returned to it."

As of December 31, 1949, Westorn Unton's outside piant facilities

}

‘weres -
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100,
Miles of Iine
_ Jolntly Percent
Facility Owned _Qupad, leased  Leased
Pole Line 88,169 13,272 6,359 5490
Wire 1,030,000 11,040 25,750 24,10
Aerial Coble 72,758 19,308 257 27
Undergrouﬁd Cable 260,012 15,057 1,992 720
,gggpigg_gxytém ﬁiigg
' - On Owned On Owned Leased Volce Percent
~ Chapnel . _Wires _  Badio Beoaw Freguency 1/ Leaged 1/ -
300 cycles 72,908 6,908 36,531 ‘ 31.4
150 cyeles 212,641 -~ 75,216 1,206,240 80.7
Other 7,88 - - T

1/ Almost wholly from A, T. & T. and associétédtdomﬁahiéé B

The relative costs per telegraph channel mile, assuming the
actual asasignments made to the various types of service, wore stéted
E 0  by Western Union in October 1950 as3

1, For Western Union lines $19,70

2. For lines leased from telephone company 5.30
3, Tor microwave ' o 6.30

In summary, basic technological developments in Western Uhion

;,have»been directed not only toward economy in investment, reduction
'iQ operating:gxpense,-andrimprVBmenta4in’existing services, but also
tbward new‘services; ‘Some of these are telemeter service and private

au%omatio telegram systems, and currently, a private>telegraph neﬁwgrk‘,;,e/
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involving automatic switching centers located in Western Union offices

and operated by Western Unidn personnel, o o /;lg

~

Service Trends

,Wesfern Union's basic service is the transmission of telegraph
megsages; this is supplemented, ag has been’explained, by a number
of allied services including the leasing of circults. Discussion
of service trends hence involves measage bu51ness, which can be
measured by the number of telegrams transmitted and g& the revenues

,//;f’ they produce, and non-transmission buginess, the most convenient
- . measure of which is revenues, - L -
Meggage Business.--AbouiVSO% of Western Union's. income is _pro=
;L,:i-duced_by telegrams, the most important of which is the full-rate
‘kso-called“"déy message," which brings in almost 75% of the company's
‘total public meusage aervico revenues., Businogs messages=--those
_ concernced with commer01a1 transactions as dlatlngulshed from personal
“ _ _L“and gocial matters-~account for about 75% of the total message volume,
| hThe génoral trend of Wegtern Union's message volume between 1927
and 1949 was downward., The reduced ratoﬂaerial serV1ce, after a fast
build-up in 1934, had steadied down fo about 7.5 million messages in
: .1949. Money order messages, on ‘the other hand, show a rather healthy
long-range growth.

,3 The reduced rate "timed wire sarvice" classification, which had

| reached a peak of 8.5 million mesgsages in 1949, was ordered,diacon-

‘tinued by the Federal Communications Commission because it wag found
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| meséages, the total of all mossages dfopped by 30 million or 14%

1/ Attachments III-B and ITI-C
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to be unjustly discriminatory,
The reduced rate greoting message--a "gocial® rathor than "bugineag!

soervice=~had reached a record volume of 22 mil;ion'in 1941. Thia

-.gervice and all other non-essential activities of Western Union woro

ofdeféﬁﬂézééontinued by the Board of War Communicetions in 1942 in

order to cloar the lines for essential war”tfaffic, They were not

~regtored after the war,

The numbor of'Govérnment transmission messages averaged around
.7.5 million per annum between 1926 and 1941, rosoc to a peak of over
14,5 million per annum during the war yeérs, then fell off to an
-ayerage of about 3 miliion, standing at less than 2,5 million in 1949,w”{_
The trend is similar for non-Government messages but not so pronounced. .

These messagos totaled 189 million in 1926 and dropped erratically

'bthereaftef. .They numbered 151 million in 1949,

With thege changes-in the charactor and quantity of.tranamiSQiaff’

]

 between 1927 and 1949} because of rate increases, however, revenucs

"rose by $11 million or 8% over the same period, ;/

Western Union's message volume is sensitive in two ways to the

 marked increase in the number of tolephones in the United States,

The total of telophones of tho Boll Syatem, which serves over 80% of

the country!s telephone subscribers, stood at about 12 million in

T ¥ ) :
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1925, 17,5 million in 1940, 22.5 million in 1945, aﬁd over 33 million

in 1949, The telephone has probably taken over gocial and personal

busginess from the telegraph, The increase in the number of telephones

has increased the number of diroct avenues to telegraph service, since

Western Unlon receives messages by telephone for transmigsion,

through cooperative billing arrangements with telephone companies,
Growth of alr-mail service is another factor. taken into account

in analyses of reasons for the decline in telegraph message busineas,

The question of dependability of déiivery--a major consideration in

business transactions such as supply 75% of Western Union's message

volume~=hore has to be balanced against savings in cost.v

Non=Transmission Businosgs.=-Non-transmlssion gervice revenues

increased from about $8 million in 1927 to almost $20 million in 1949,

a rise of 150%, Loased services and ﬁoney order charges show almost

a gsteady climb during the same poriod, Measured gervice (telemeter),

- for which the cugtomer who is on a fixed connection with another

cugtomer pays a rate based on the monthly accumulative number of

. words transmitted, has grown from $36,000 in 1936, when the service
4 *.wag established, to almost-§2,5 million in 1949, ;[uméglyggepher,

non-transmission rovenuss, which represented about 5,5% of all operating

revenues in 1927, had risen to 11% of the total in 1949,

% A substantial portion of the increase in non-transmission business

-~

1/ \Attachmont TIT-D . . S
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came from the increoase in leased circuits. These in 1927 had pro-
duced revemues of slightly more than $2 million; by 1949 the figure

had risen to $7.5 million., An illustration of the growth of lcased

facilities in the lattor part of the period is given by data from

Western Union on facilities leased to Government agencies:

Miles of " Number of Western
Yoar Revenueg . . Circuits Union-owned Printers
1937 4,800 100 - 4
1944 790, 500 57,300 250
1949 1,421,200 106,000 470
1950 1,726,300% 135,000 600

*Egtimated on basis of first eight months actual,

Some organizationg operating l;ased faoilitiés gstimate that they
are saving from 20% tO‘AO% of what their telegraph expenses would
otherwise be; it ia likely that the increased use of leased circuits

hasg contributed to the decline in message business. 'An isolated

“ cage cited by Western Undon : igs a drop of 50% in’ monthly public message

revenue at its main offlce in Schenectady, New York, which is explained

"ag "caused malnly by the conversion of the file of our largest customer

.there (General Electric) to a leaaed wire system set up by Western ’

_ Union for that company."

Need for thorough study of the 51tuat10n is 1ndicated by the fact

“. that though the leaging of circuits is growing, is regarded as saving

m&hey for lessces, and is probably reducing Western ‘Union's message
bu31ness, the questlon whether leasing gives Western ‘Union any profit

cadhot be firmly answered, In response to an inquiry- from the Board
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as to the profitability of leased wire gervice, Western Union reported s
1, The factors involved in a study of the over=-all economics of

.privaﬁe wire systems are exceedingly complex, so that several months

- would be required for completion of & gtudy in procesa, and a direct

gnswer_to-@herquestion could hot be given. : T e —
2, - The profit.ﬁargin, if any, as indicated by the study thus far,

is small, >The rental of out-station equipment and swltching center

equipment is almost_qertainly done at a loss, .

In its response, Western Union took occagion to comment that:

"In the operation of private wire service Western

" Ynion has been faced with the Hobson's choice of meeting

the rates of the Bell System, in which private telegraph
and TWX systems are an insignificant part of the total
revenues and upon which a profit is relatively unimportant
to the well=being of the telephone gystem, or go out of the
- business and see an ever incroasging proportion of the volume

 pecord business diverted to the Bell Systom., Until there
ig an over-all integration of rates for communications
sorvice in accord with a national policy of foatering sound
oconomic conditions in the industry it seems that the kind
of chaotic situation that now exists in this field will
continue," '

Tnflucnce of TWX,~--Revenues of the teletypewriter exchange gervice ’

(TWX) to which Western Union referred have shown a significant in-
creage., In this service, the carrier provides the necessary terminal,

téletypewriter_equipment at the subscriber's location and ‘the desired'

p&blic telophone service, Timo rather £han words serves as the base

for the tolls.

* In 1931, the first year TWX service was offered to the public,
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revenues amoﬁnted to only $7,000, They climbed gteadily to a peak
3 of $23 million in 1943, fell to $13 million in 1946 and again ciimbed
AN to almost {18 million in 1949. Privato line teletypewriter service,
without the exchange feature, brought the teleplione companies $25.5
million in revenues in 1949, as against $9.5 million in 1935.
But here again there 15 need of knowledge. In October 1949 the
Chairman of the Communications Subcommittee of the Senate Committee
"on Interstate and Foreign Commerce requested the Federal Oommunicatiéns\\
Commission to furnish information on the TWX service of the Bell
System, This subcommittee wanted dafa particularly on the TWX rale
gtructure, on whether the present rates would be compensatory if that
3 gervice were an independently operated organization, and also on the
extent to which TWX ie servicing all business orronly the lucrative
part thereof. |
The Federal Communications Comm1531on, in responding to this
request, regretted "that it is not in a position at this tlme-Zﬁarch
- 19507 to fﬁrniah your committee with reliable data which would provide
the bésis_fpr sbme dotermination aé to the extent to which current
' pates for TWX service rendered by the Bell System Companies are com=
‘pensatory to those companiee,"-pointihgvouh that Bell System ropre~
- sentativegieétimétodlﬁhat a current study would cost between $4,00,000
U a%d $500,000 and require on their part from four to six months, and
that no atudy had been made since one in 1935, which is not considered

rd&iable for application to the 31tuation today. ,
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The Commigsion also made the following pointas -

-

: 1. On March 1, 1944, overtime rates for TWX service wore
reduced from about one=third of the initial period rates to about !
. . ,

one-quarter, resultingﬂin egtimated annual savings of $2,4 million

to usera,

R« On February’l,‘1946, the initial period rates for con-
nections in excess of 350 miles were reduced by amounts ranging
from 5 cents to 65 cents; depending on the distance, with the over=-

- time rate and report charges being reduced proportionately. These

_ Wdreduotlons resulted in estimated annual savinga to users of $1 million,

Productlon.--The value and trend of operator product1v1ty at
Western Union central offices in terms of equated messages per hour
‘WOPkOd are shown in Attachment III-E.J From an avorage‘figure of
about 61 messages per hour in 1941, production fell off during the
war years to a low of about 55 in 1944. With the postwar introduction
. of reperforator awitching, production has elimbed steadily to a high
- of 113.2 cquated messages per hour worked in June 1950

The- average number of revenue messages per man-hour in 1929 wasg
1.54, The current_serles shows an almost gteady climb from 1,71
to 2,13 for this measure and indicates in effect improved efficiency
~in the amount of labor time applied to;ﬁhe:yandlinguof pach _moessage

ﬁ@it. : . _ :
'The figures are:
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Il"i}ify

Average Number - Average Number

Revenue Message Aggregate Hours Revenue Megsage
~ Tpansmission Units 1/ _ Paid For 2/ Transmission Units
Year __ (thousands) (thousandg) Per Hour Paid For
1944, 233,192 136,297 1.71
1945 245,162 132,476 o 1.85
1946 R21,248 120,518 1.8
y L1947 224,629 107,917 ' . 2,08
- 1948 202,317 - - 100,911 2,00
e 1949 186 031 87,205 2,13
SR 1950 (7 nonths) 3/ : 45,06/,

1/ Wostern Union Annual Report to FGC, 1949
g/ Western Union Commercial Department Wage and Hour Reports
3/ Not available December 1950
Speed of service performance and the trondas for periods for which
data were readily available are given in Attachment III-F. These data
represent the quality of service at the 25 largest traffic offices
in the United States.
The relay drag figure pepresents the interval between the time
a meogsage 1s received at a relay office and the time it is sent to
.another office, The figure for reperforator=switching offices
averages sbout 8 minutes less than for manual offices, standing at
8,8 minutes in June 1948, and at 7 minutes in August 1950,
The trend of the manual figure is likewlse.downward since September
1948, The combined figure dropped from a high in 1943 o? 14;5 minutes
 + to 9.6 minutes in August 1950,
. The average orlgln-to-destlnatlon gpeed of service is shown by
:ﬁLe lower graph indicating an improvggqgt £rom,the,rutos in September

1948 to.Jhﬁuary 1950, .. From then, the'trend is upward again, standing
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_ costly messenger handling. Because telephone calla cost money to
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in August 1950 at 40 minutes for tioeline delivories, 44 minutes .
for telephone deliveries, and 48 minutes for messenger delivery, .

As the foregoing figﬁrés suggest, perhaps the oldest and most
porplexiné oporational problem in thertq;egram gsorvice 1s the
torminal handling problem, Today a telegram may be economically
gpeedod écross the country in & few minutes, but to get it to the :
transmitting office and to deliver it from the receiving office
ecqnoﬁically and speedily is another question,

 While the terminal handling problem is not yet solved~-=and

‘indeed may not evér be fuily solved--data on Western Union terminal

and originating handlings show the following trends in percentage
distribution of its load for the methods indicated:

 __MNogsenger Counter Tolephone Tie=Line
H'Termi- Origi= Termi= Origi~ Termi~ Origi= Termi~ Origi-

 Year -pating  npating pating nating pating nating pating pating
1928 g . 5 1 - 2 13 18 6 6

9 19 U U
16 15 26 7 18

934 % 50

113 1 31 27 31
*¥February sﬁudy.

Discounting any changes in:the ratio of businesas to social.telégfama;

ithis olear that the trend is toward terminal'handiing by wire-prihci-
: pally‘by teleprinter, telephons, Morée; or facsimile aafagainst the

\
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Western Union and often result in handling'confirmation of telephoned"
' telegramé, and , becauqe teleprinters cost more than newly developed
facsimile equipment, Westnrn‘bnionrhas embarked on a postwar program
to install in large numbers of patrons' offites faceimile equipments
* such as the 'desk-fai: earlier mentioned. | |
Economic Trends d
During tne past 20 years,-powerful economic forces, realignments,

- and developments have had impact upon the rapid record communigations:"V

—

industry in the United States, Among tho more importent are riging
. price levels, rising labor costs, increased taxation, new direct and
indireat competition, technological advances, and Government regula=-
tion, .
All these factors, with the possible exceptlon of Government
regulatlon, have had telllng effects, in one way or another, upon
:;;,/ T practically all business enterprises. But the high ratio of fixed
ff., plant investment to rovenues peculiar to public utility operation,
together with the actlve interest of State and Federal Government 1n
a“that operation, hag restricted to some éxtent the ability of the tele-
“graph industry to adjust to changing conditions in the same way, to
the same extent, and with'tne game rapidity, as an unregulated private
enterprise, — )

% These factors were a challengoe to managemént end & hazard to

" corporate survival, - They ultimately led to tho inability of the Postal

Tdlegraph Company to operate at-a profit gg“that’in‘1943 it was
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permitted to merge with Western Uhion; This development leaves

the Western Unlon practically alone in the domestic record telegram

*

field,

Figcal Porformance,--Western Union's favorable .earnings in 1950
reverged a trend of losses or slight returns on investment,
The company credite reduction of operating costs as the principal

reason for the uptu;n,A,Major,factors contributing to the reduction

_.are cited as atringanf control of expensed, modernized plant, and.. _

improved operating methods.

The improvement in operating revenues that began in April 1950
is attributed by the company management to intongified sales effort,

a rationalized rate structure, and later to the increased busiﬁess

- activity that followed the outbreak of fighting in Korea. Reductions

'in'ﬁaiiié;iivéry'also may have had some effect on revenues,

This shift in fiscal performance during 1950 is obviously too

. recent to give assurance that the economic problems of the company

 have been solved.-vButrthere are indications of better financial

woather ahead,

The Board retained a firm of consulting engineers to look into
the future prospects of tho telegraph industry. After a\puatome:
survey, the ngineers concluded that "the pattefn of use o} the
Gﬁrious types of communications in the domestic field has reached a
etable_condition.“,,Combiningwthat finding with economic studies, the
'éﬂgineera reported to the Board that there is likely to. be.a oontintinig
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demand for telegraph service and thdt Western Union should be able
to earn a profit in the mear-term future,

In spite of that outlook, there is much to be gained by Government
authoritipa=~=those responsible‘for regulation and those interested in
the industry for its national security value=~in studying the financial
higtory and prospects of Western Union, One fact that stands out .
immediately is the absence of sdequate data on which to bage fair
conclusions. Review of the company's difficulties ghould help to B
indicate where these gaps need to be filled, as well as‘tb'pf6§ﬂiewﬂ‘
valuable lessons for the Puture when new economic problems are en-

- countered,

An analysis of rapid record communicationa in relation to all rapid
domestic communications was made for the Board by Dr, Bonnar Brown of
tho Stanford Research Institute. He found that total intercity com=
mmication revenues (including telophone, telegraph, and alr mail)

 fluctuated very clogely with the country's gross national product,
put that record intercity revenuss (of both telegrgph and telephone
companies) have lagged behind.. He prepared the taﬁle oﬁ page 113
\ o ii?;strate<these trends. ) T
| | Commehting,on the trends disclosed by his analysis, Dr. Brown
'}declared&l o
% npoth of the series~=solumn 4 and column 5emghow a rise in per=
centage in the late 20's, but the rise for record communications is
less, and, consequently, its proportion of the total communications:

. revenues had already started to fall, Whether the early 30's saw
i thb culmination of a growth period, or whether the data simply reflect

RESTRIC
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GROSS NATIONAL PRODUCT AND' DOMESTIGC COMMUNICATION REVENUES

1 2 -3 b~ 2 6
. Gross Total Record = Percent Percent Percent
- Nat'l® - Communi, - Communi, Col. 2 of Cols 3 of Gole 3 of

Product Revenueg . Revenueg  Col, 1 Cole 1 Cols 2 -
" (Billions). (Millions) (Millions) '

1926 9945 413 - 166 WAL S 40,2

1928 . 99.8 - 482 174 A8 L 1617 35,0
©71929- 103,8 = . 538 187 52 .18 3448
1930 . 90,9 - 518 T 113 . .57 .19 33,5 g
1931 . 75,9 0 474 T 150 WBR 20 31.8 _F
1932 .. 58,3 378 118 .65 20 31.3 b
1933 55.8 3% . 14 W8 R0 32,7}
” 1934 64—09 . 361 ' R 121 ' 056 .19 ) .. 3304- T -
B 1935 - 2.2 392 125 . W54 ST A 3 S
“ - 1936 82,5 440 0 137 S W53 .oWl7 o 3L2 4
- 1937 . 90,2 460 140 0 W51 .16 30.5 ;
L 1938 . 84l7 L. 128 . W52 0 W15 29.0
o 1939 91.3 - 467 - 131 . .51 W14 27.0
S 1940 . 10L.4 497 135, 49 - W13 27,2
' 1941 12644 o586 . - 153 W6 J12 26,1 “
1942 16,6 . 40 178 b J11 ' 24,0 ;
1943 1943 915 204 - . W4T W10 21,3 ;
1944  213.7 - 1010 210. . W47 . 10 - 20.8 1
1945 215,20 1127 217 W52 L W10 19,3 o }
. 1946  211,1 . 1118 -~ 204 53 W10 18,3
e 1947 233.3 116l 230 50 .- 410 19.8 ]
oo 19487 259.1 1286 219 - 50 W08 1701 ’
- 1049 25546 0 1347 - 2L 453 .08 15,6 o f
Y - —~
: ,
B |
LY ‘ ‘ -
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the effects of cyclical boom and depiession is uhceftain,‘but the °
retrogression in” the position of record communications stands out,

"Gonsidering that semi-monopolies exist in this field, that
the sorvices included differ and are offered in a multitude of forms,
that rates are subject to control, that subsidies are involved in’
some cases, that rates may reflect only textra costs! of a particu-
lar service, and many other spocial conditions, the use of total
revenue figures may.appear to be hazardous, but two sets of con-_
siderations tend to support the above conclusions, In the first
place, the very rogularity of the relationships displayed tends to
suggest that the speclal conditions are not so controlling as might
. ba_supposed, Dollarwise, the economy has been able to take just so

" mch copmunications service, and has gradually changed as to the

dollars spent in different forms. Secondly, any examination of the
physical quantities of ‘the services provided over the years leads
to similer results. Here the lack of complete data and the diffi-
culty of aggregating dissimilar types of services together presents
- many problems, but without carrying the analysis as far as 1is done

in the revemue figures, it is still clear that record communication
is losing out,.

“In this period of declinlng relative position, record communi=- .
cation has had some long-run rise,in dollar revenues. For 1926,
revenues were 166 million dollars, and for 1948 they were 219
million dollars., In the interval, however, prices had risen so the
219 million dollars in 1948 could actually buy a slightly lower vol=. _ ..
~ ume of goods than the 166 million dollars im 1926, Record communi- R
- cation is, thorefore, in the position of selling about the same
volume of services as it did in the late 20's, :

"In a growing economy, the industry that is not keeping in step

has many difficulties, Compared with a growing industry, it is not

a0 attractive to copital, to menagerial ability, to tochnical skillg,—
. or to the goneral run of employees, because 1t does not appear to

offor the opportunities to be found alsewhere. Little in the way

of new funds will be available, so improvements to lower costs must
come slowly out of depreciation allowances, Refundings of existing
loans meet with rosistence, Yet costs and rates must be continually
Jowered in real terms (goods, not dollars), in order to match the
growth in productivity taking place in the economy as & whole.

: %  WHow much the fallure of record communications to keep pace is
_due %o a simple preference of the public for other forms, and how
‘mch to nonexploitation by record communication compenies of potential
demend cannot easily be judged. The consistency of the flgures in
the\table‘suggeststhat tho first cause is predominant, tut there also
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seems to be a general public feeling questioning the efficiency of
telegraph operations, Some improvement in volume could possibly
rosult from better service and from exploration of untapped sources
of business, . _ i R

"The present international situation is one which appears to
assure a high and growing physical volume of business for the nation
as a whole for some years to come. This means communications acti-
vity at a high level, and there is even some indication from the
history of World War II that the relative decline in record communie-
cations revenues is checked in a period of international tension,
Nevertheless, our economy in recent years has been operating close
to capacity, so that physical volume either in business as a whole

~or in rocord communication cannot be expected to increase very rapidly,

Prices are rising, and it is doubtful that they will be kept fully

in check, so that revenucs can slso rise from rate increases, but it

is to be remembered that rate changes are sluggish and follow price-
lovel changes only with considerable lag," :

Influences on Revenues,-=Trends in the use of rapid communications

services at five-year intervals over a gquarter century are shown in

the following carrier rovenue figures:

iy
oo

Telegraph Op~ Landline Op=
erations of erations of

3 - Toll Telephone Western Union
Year _ Alr Mail 1/ Televhono 2/ Gompanies 3/ (and Postal) 4/ Total

(In' thousands)

1926 % 996 . § 245,704 515,881  $ 150,112 - $ 412,693

7

L1929 4,762 345,935 23,918 163,358 .. 537,973
© 1934, 5,316 235,093 17,987 102,557 360,953
11939 17,656 318,573 - 20,867 ¢ 109,899 466,995
1944 79,73 720,014 36,641 173,207 1,009, 596
1949 M,627 5/ 1,064,521 6/ 39,135 171,393 1,346,676

1/ Air mail - Includes doméstic airemail letter, card, and parcecl
pogt postage revenue., Until 1949 the portion of domestic air-mail

~revenue attributabls to parcel post was not available, Estimates for

1949 indicate 1t to have been about %11 million or 15.4% of total 1949
air~mail revenues used in this series,

2/ Toll telephone - Includes public message tolls, private toll line
révenus and miscellaneous toll telephone revenue., Data are partially

estimated,
Telegraph operations of telephone companies - Includes TWX, private
1line telegraph, and messapge telegram services, Data are partially ~

- esiimated, N

Western Union and Postal Telegraph - Includes domestic transmission
and non-transmission revemuocs. :

Preliminary.
é/ Preliminary, and based on incomplete coverage,
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The total revenues of the communications inéustry as a whole,'ﬂ
including air mail, thus in a quarter century increased some 220%, -
The absolute increases in the revenues of the components of the
industry in that period are striking: air maill 700%, toll telephone
300%, telegraph operations of telephone companies 110%, land-line
operations of Western Union 14%, The relative percentages of total
roevenues enjoysd over the period by the components of the industry
also indicate thaﬁ the major trend has been away from telegraphic

communication, The figures follow:

oy Telegraph - Landline
. . : Operations of _ Operations of
' P Al Toll Telephone Weatern Union
_ | Year  Mail ;/* ’TelephoneAg/ Companies é/ (and Postal) 4/
oL 1®6 3 5949 a8 360l
1929 ‘ 09 i o 64-!3 b e 404 0 SN ‘ 30,4
193% LS 651 50 28
. 1 38 68,2 ° 4SS . 23,5, _
S 1% T 71,3 3.6 . 17.2
| 949 5.3 5 79.1 &/ 2.9 12,7

*Same footnotes as for previous table

‘Long lines telephone message tolls of thebh;T;&wE;wmfnri9A9m
amounted to $439,371,000-~gomething less than half the total toll tele-
“‘phpne income of the entire Bell System. Because of its characteristics,
L however, the ;ong lines mesaégé affords illuminating comparison with |

! - thi ﬁelegraphfheséqgé; when the two are ﬁsed’aéjcriﬁefia, the sconomic

v _ .. . | pESWICTED .
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trends affecting the telegraph industry are again emphaéized.
Figures for representative years botween 1927 and 1949 weres:

Western Union Transmiésion =

Intorstate Toll Massages . _Mesgsapes
(in thousands) _

1927 $ 62,029 35,646 - $140,345 215,816

1929 42l 49,33 154,43 234,050

1934 75,232 31,459 94,653 .. 155,215 .

1939 . 102,896 - 59,218 98,091 - 189,055
1944 346,884 175,793 158,032 232,712

1949 -'439,3717ﬁ 225,806 151,740 " 185,673

;‘l/ Gross revenues (before uncollectibles) from telephone message —~

tolls in which the Long Lines Department of the A,T.& T. Co. has
participated, Doss not include toll message revenue from calls
handled without Long Lines participation or from private line tele-
phone, o

2/, Number of telephone messages in which the Long Lines Department
of A.T.& T, has participated. Does not include toll messages handled
without Long Lines participation or from private line telephone,

T tbachment TTI-G, derived from Attachments III-H end ITI-T, shows
. the average revemue per interstate toll telephone messége and per

i telegraph message.

Rates.~-The full-rate telegram, which is the major source of

| Western Union's transmission revermes and which is the principal
‘ medium for the business or commorcial messages constituting about
" 75% of the gompany's message volume, is earried at rates which, 1n a

- tygical examplg; compare thus with other means of%}éb{ahégﬁﬁﬁniéétiéhéihw

‘- RESTRICTED
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Charges between Washington and Chlcago
Federal excise tax excluded)
Ten=word full-rate telegroM. « o o o o o of 75
Throo-minute TWX telegraph calle o o o oo 93
L Three-minute nighttime and Sunday - )
: station-to-station telephone call, = +-1s00 = /- ==
- Three-minute daytime statlon-to- : h
station tolephone call o ¢ o » o« o o ¢ Le40
Three-minute nighttime person~to-
person telephone calle s o o ¢ » o s o 1.55
. R . ,' e - sl
Threc-minute daytime person-to= |
person telephone calle ¢ o« o ¢ s o o ¢ 1.95
Western Union's present rates incorporate increases which were N

‘granted by the Federal Communications Commlssion in 1946 and 1947
v  ’ | . because the company was then operating at a deficlt estimated at

'$12 million for 1946. The Commission's action included:

" a)  An initisl flat ovor-all increase of 10% in domestic
interstéte message rates; Western Union ostimated that
. this increase, coupled to other adjustments, would pro=-
duce $18.5 million additional anmual revenues. o
.b)  Elimination of certain low “exceptional“ or ®speclal®
'_‘jﬂﬁ‘ _,”;a?es,iwhich would produce en estimated additional
 :;$3.7 p;l1ion/annual Tavenue.

‘<\ ;0)_ A flat over-sll increase of 20% in 1947, replacing the

© . 1946 increase of 10% 'in the domestic interstate message
S - rate, It was estimated that this increase would produce
i . " L. . ) R — . - ) “ . ‘
e - © RESTRICTED
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an additional #8,5 million annually,

d) FElimination of a 20% preferential rate on certain

e al
g

Government messages, which wéuld;produée'an ostimatod
additional $692,000 per annum,
What influence these rate adjustments mey have had on the volume
of transmission businoss eannot be precisely measured; some effects
are suggested in Attachments ITI-B, III-C, III-D, and III-K, It appeared
_ \1ikoly that expansion of leased circuits was accelerated, Thus the
total number of Government messages, for example, dropped progressively -
from almost 5,5 million in 1946 to less than 2,5 million=in 1949,
and the mileage of lines leased from Western Uniog by the armed
| forces rose from the war peak of 1,800 miles in léAA to.78,000 miles
L o i in Eﬁg fall of 1950, The leased circuit revenues of the company afford
ranother indication; these rose from %$3,6 million in 1946 to more than
- $7.5 million in’1949; Privaté line teletypewriter revenues of the
' f{Béil System,- which rose from $18.5 million in 1946 to $25,5 million
in 1949, and its TWX revenues, which went from $12,9 million im
1946 to almost $18 million in"1949, may also havefbenefited byAdﬁrer-

Sion'of,télogram messagas;'

Excise Taxeg.~=Early in the second Wor1d7W§r, excise taxes wore
:increased to—25% on interstate telegrams Qnd on telephone toll con-
-yersations costing over 24 cents, Long-distance telephone communica-
tion has continued ﬁo increase, the tax aepparently being taken as

- aymatter of coﬁrse. Western Union, averaging estimates, found that

RESTRICTED
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'"it is indicated that an increase in revenues of about $10 million
might be expscted from the elimination of the tax," although "there
is no formula by which a preaise determination.can be made as to
the offoct of the climinstion of this tax upon tho volume of
domestic telegraph traffic.“

%ir Moil ,==Air mail has experienced a long steady increase in
reve;ues. This growth may have affected Western Union night letter
rGVOnues.’ Attachment III-B shows that night letter (over night

| messagé)'revenﬁés stood at almost $39 million in 1926, dropped to a
| 1it£19 over $19 million in 1933, climbed to over $35.5 million during

~ the war peak in 1945, and since have fallen to $26,5 miliion in 1949,

Total air-mail subsidy or defiéifﬂpayments to airlines for 1950 have

been estimated at $125 million.r

Influences on Expenses,--By far the largest share of the tele-

"graph industry's'gross income dollar has gone to payments to and for
.,employees. The trend has been upward. The ﬁage'portion of the
income dollar fluctuated betwsen the narrow limits of 54 cents:and
60 cents from 1926 through 1944. From 1944 to 1946 1t rose from 60
cents to over 72 cents of the income dollar, For 1947, however, it
fell back to 64 éents{and for 1948 and 1949 leveled off to about
68 cents, | |

%X During the same period 1926 to 1949, total Western Union and
Postel landline employees declined from 76,000'ih 1926 to 57,000
;in\1938; rpse againitq 65,000 in 1941, and receded to 41,500 in 1949,
"
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Western Union reports that the average weekly earnings of
landline 106&1 field employees, excluding messengers, rose from
$37,99 in 1945 to $62,78 in 1949, Related data from the Department
of Commerce show the following: | B -

Telophone _Telegraph ~

May April . May April
1949 1950 1949 1950_
Average weekly hours _
per worker 38,6 38,7 4542 Ll 6
Average weekly earnings $51.,84 $53,44 $63.69 $64413

_Average hourly earnings $ 1,343 $ 1,381 $ 1,409 B 1.438
Note: The normal weekday average hourly earnings for both services

P are essentially the same, if the overtime rate is eliminated

' ' from these data,

o f' The National War Lauor Board on December 29, 1945, granted
‘Western Union employees wage increases amounting to $31 million in
retroactive pay and $25 million in recurring anmial wages., In its

decision, the Labor Board pointed out that the telegraph industry was

a low=-paying industry wlth an inequitable wage structure, that no

general wage increases had been made by Western Union since those

-1 ordered by the NWLB in 1943, and that over one-thlrd of the adult

. ' ;_'- employees were receiving less than 55 cents per. hour. One reason for

‘.the fact that no increases were made between 1943 and this MWLB award
“was that the National Labor Relations Board for about a year had been
holding hearings on representation_of Nestern Uhion employees.

The sharp inerease in wage rates no doubt was the main stimulus

- for the introduction of labor-saving devices in the telegraph service,

- RESTRICTED
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<

One example is automatic reperforator switching, which contributed
largely to makipg possible the reduction in the number of employees
in the postwar period from 57,500 in 1946 to 41,500 in 1949,

Reduction of Service,-~Closing and reduection of telegraph offices

and agencies of Western Union have. beon a knotty problem to both

Wostern Union and the Fedoral Communications Commission since the

merger legislation of 1943,

When the Communications Act was smended to pormit merger, Section

‘ 214 was 81so amended to read as.follows?

: ¥No carrier shall discontinue, reduce, .or impair service
to a community, or part of a community, unless and until there
shall first have been obtained from the Commission a certi=
ficate that neither the present nor future public convenience

and necessity will be adversely affected thereby; except that
the Commission may, upon appropriate request being made,

“ . authorize temporary or emergency discontinuance, reduction, _

or impairment of service, or partiel discontinuance, reduc=-
tion, or impairment of service, without regard to the
provisions of this section,”

§

Additionally, Section 214(a), which aufhorizes‘the Commission,

:t after héaring, to require a carrier to extend its lines and to. provide

| {tself with adeduaterfacilitias for performing its services as a
'common\carfier; was amehded to‘éive tho Commission specific authority

- to require é carrier'"to egtablish a public office™ and to provide;

; ;,;;;taelf witﬁ adequate facilities‘"for the expeditious‘and>éfficien£

' performance of its service as a common carrior,™
S U8, A

A - . : . { -
~ Studies made by Western Union indicate that company-operated

!
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average less than $1,500 a month are ope;ated at a deficit, A4s of

January 1950, there were 1,300 such offices, From the test study,

Western Union estimated that those offices incur_an annual operating _

deficit estimated at over $3,25 million,
The minuteness of the revenues obtained by a large proportion

of the telegraph offices Wostern Union cperates can be seen from

‘Attachnent III-L, In addition to the 13,000 offices represented

therein, Western Union operates an additional 12,000 agency or com=-
mission offices not included in these data, ;

Attachment TII-L reveals that for the classes_shown, o85% of

“NWestern Union's offices (118 communities in number with revenues

over $10,000 per month) produce over 71% of its public message revenues,

‘It also showe that 5,25% of the company'sioffices (727 communities in
rumber with revenuos between $1,000 and $9,999 per month) produce
| 'i20 79% of its public message revenues, The remaining 93.,9% of the
.'offices (12,997 in number) produce only 7.57% of the public message
“revenue, and 2,045 joint railroad offices (Class 4) reported no

_ pablic message revenus for January 1950, R rf%f

The President of Western Union in his Report of Annual Meeting of

"'Stockholders, April 12, 1950, stated: ".eohile recognizing the neces<

. sity for reasonable governmentalfreguletion of publiczservice companies,

the fact remains that, under prosent governmental and public service
policies, the oompany is required to maintain hundrede of unprofitable.
offncee.

o ;_v RESTRIGTED -~ - -~
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On its own motion the Federal Communicatlons Commission adopted .
an order on December 30, 1946, providing for an investigatlon of:
and pubiic hearing on the over-all plans of Western Union, with
respect to the_disconﬁinuancé, reduction, and}impairment of service,
As a rosult of thig investigation, fhe Federal Communications
Commission ostablished a figure of 46 sent and recelved messages a
dayAés a geheral'guidefin-determining whether the Commission will
‘iauthorize_cdhvéféion of é company-operated office to a teleprinter

~ agency office,

At the hearings in this investigation, Western‘Uﬁion reproseﬁ-'—i?

Ny

tatives gave testimony and submitted numerocus exhibits with respect
to company policy, standards, and plans relating to discontinuance,
 reduction, end impairment of service,

The company!s basic policy, expressed at a previous hearingi

v . was ;eiterated as follows: :

.

: o _n,,,It was our (Western Union) policy to serve, as far ,
ll . <+ a8 we could, within our means, as many people in the : y
Ty . United States as possible; that we must operate as effi=-
S ciently as we can, first, in the public interest, so
- that the %elegraph users are not asked to bear unneces=
\ o - sary cost; secondly, in the interests of the employeesj — ——..
7T and thirdly, in the interests of the stockholders."

Wbstern'Uhion ropresentatives testified that three prineipal
factors made it necessary to reappralse thevexisting (1947) telegraph
coverages? - - et
% "(1) The need for normal postwar contrabtioh of facilities

following expansion made necessary by incroased use
of telegraph during the warj o

NN

.

W

U .7 RESTRICTED _

Approved For Release 2002/01/04 : CIA-RDP84-00499R000700100001-8



Approved For Release 2002/01/04 : CIA-RDP84-00499R0007007100001-8

"(2)' The desirability of changes‘in the faellitiecs for
accepting and delivering tolegraph traffie grcwing
out of technological improvements; e

n(3) The need of economy and greater efficiency of opera=-
- tion arising from deficlt operations,”

Tho company also told the FCO that "t is not possible to follow
a mathematical formila in selecting offices for consolidation, - The

requlrements of the public for telegraph sarviCQ,7VOlume of traffile,

" revenus, operating exponse, distance from tho nearest office, all vary

3o widely‘that each consolldation must be qonsideréd on its own
merits,"

Conversion from company-operated offices to agency opsration is

. not Musually considered by the Company unless the load and revenue

" fit both of two standards," These are: (1) that the average rovenue

(collections made from all incoming and outgoing mossages) at the par-

ticular office doos not exceed approximately $75dipér"m6nth; and (2) 77

that the retio of local operating expense to revenue is 50% or more.

The standards used for determining at which offices hours should

" bo reduced are contained in FCG Rules and Regulations for 1nforma1 o

requests for reduction authority. For other situations, formal appli=- .

- cation is submitted to the Commission with a detailed showing of need

so that each case may be judged on its own merits,
With respect to closures and reduction of service, the Federal

Commanications Gommission concluded that no general policy could.be

‘formulated to govern its consideration of such action,

z
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In addition to the closing of aklarge number of duplicate
offices resulting from the merger of Postal with Mestern Union, cur-
tailments since 1947 have been appreciable, During 1947, 1948, 1949,

and the first six months of 1950, Western Union reports, the FCC

authorized a total of 2,324 branch office consolidations,.cgnversions,,wﬁ,,

and reductions-in office hours, from which annual savings are eatimated

to be over $3.,1 million,

Interest Charges.--Western Union in recent years has been reducing

"

~and adjusting 1ts debt structure in ordér to save on intercsﬁ“ﬁayﬁéﬁts.
In 1942 the companyvpaid out more than $3,9 million in interest

~ (chiefly on funded debt). By 1949 these charges had been reduced to

a 1ittle ovor $3.2 million, and in 1949 they were $3.1 million,

Further actions along this line were taken in 1950 by liquidation

’ ~of the company's outstanding $7.8 million of 4e5% funding and real

' estate bonds, prepayment of installments on remaining obligations

"to the Reconstruction Finance Corporation, and calling for red?mption

of $15.3 million of 5% bonds due December l, 1951. The latter call

l_ was made possible by a $12 million loan from a group of New York banks

at 3.5 interest,

vThe Current Status of Western Union

% ~ The encouragement of competition in the telegraph field was em=

bodied in the Communications Act of 1934 as a matter of policy. In the

next year, however, the Federal Gommunications Commission evidenced
 RESTRICTED
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its doubt of the wisdom of that policy by recommending enactment

of legislation empowering it to euthorize and approve consolidations
of telegraph companies; This recommendation was not acted upon,

But as the condition of the telsgraph compéni;é worsened, the idea
of consolidation was revived in 1939, The Senate in June of that
year authorized an investigation of the telegraph industry by a
subcommittes of the Interstate Commerce Committes, No legislation
resulted, In 1943, however, Congress amended the Communications Act
to permit merger of domestic telegraph companies and to permit
Wgster;mﬁnion to “buy the telephone gystem!s TWX and private line tele=
graph servicea. Merger of the Postal Telegraph Company with Western

Union followed. The idea of regulated monopoly rather than competition

a3 a means of strength came to the fore,

Concern for the most effective use of the opportunities offeied
by merger then became the keynote, Reporting its decision of Septem-

ber 27, 1943, authorizing the Postal-Western Union consolidation,

- the Federal Communications Commission gave expression to it thus:

"We have found that merger may be expected to place the
domestic telegraph industry on a sounder financial basis
than heretofore, and to furnish opportunities for the elimi-
nation of obstacles to improved telegraph service at reasonable
cost to the public; but we cannot pass over the obvious failure
of the management of the proposed merged company to address
1tself to any specific plans for meeting the demands of users
for a record commnications service having speed and price
% standards to which the public is entitled and which will effec-
tively meet tho competition of the telephone and the airmail,
Attainment of these service objectives, and a generally sound
condition, will require radical modifications in Western Union's
- vmanagsrial and fiscal policies and practicea, and in its
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facllities and operating practices,

"The Commission is seriously concerned with the failure
of the management to direct its plans and aims to such ser-
vice objcctives, In the interests of providing a completoly
adequatoe telegraph service in keeping with the technical
accomplishments and public requirements of the present and
of the future, vigilant regulatory action will be necessary,
The Commission will expect that within 1 year from the effec= S~
tive date of the merger, the merged company will have developdd
completely end submitted to the Commission, a comprechensive
plan for converting, within the shortest possible time, its
existling facilities into a modern, efficient, and Nationwide
communications system capable of effectively competing with
other communications services. A continued disposition to
ignore such seorvice objectives will call for such action on
the part of the Commission as may be needful and appropriate
to assure to the public the rapid, efficient, and Nationwide
record communication service wlth adequate facilitics at ,
reasonable charges which it is the stated duty of the Commis- ]
sion, under the Communications Act,to make available, '

"The future changes in facilities and services available
/ to the public require special attention., In order to avoid
any future misunderstanding upon this matter, which is vitally

cormected with the maintenance of proper service in the domestic
tolegraph industry, we deem it Important to state before con= - E
S cluding, that we will not sanction any ill-considered elimi- " i

: o - - nation of facilities or services whether or not they are a
- - result of merger, We will expect that abandonment of facili=-
‘ ties, closure of offices, reductions, impairments, or discon-

tinuances of service will be carried out only pursuant to
considered rational plans in which factors of public need 4
and convenience will be controlling." ' B

In response to the Commission's request the merged company sub-
mitted on October 7, 1944, a “Plan for the Imprbvoment of Telegraph
Service,” In general terms the plan mentioned the terminal handling
problem, transmission of messages between telegraph offices, leased E
telegraph systems, training program, carrier and reporforator switching

progfam, telefax (facsimile), telemeter, public,infbrmation, rates,

@ ... . - &pESmICTID I 1
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research, and railroad contracts, After the waf, implementation of
the plan was begun and was pressed to virtual completion by the end

of 1950, some three years in advance of the. original target date.

s b it it

During the postwar years, howavar;”finénéial probloms contimed to.

plague the company and the Commission,

On petition of Western Union in March 1946, the Commission granted
" a flat over-all increase of 10% in domostic interstate rates but denied
tho requested elimination of the 20% differential on Government messages.
Summing up the case in i{ts annudl roport, the Commission stated:
"It found that Western Union was currently operating
at a deficit end anticipated a loss of about $12,000,000
in 1946 if its rates were not raised, The Commission con-

“eluded that Western Union would need substantially more
revenue than it requested 'if 1t is to continue in opera=

e, - - tionas a solvent enterprise and provide satisfactory ser- F
o " vico on & comprohensive Nation-wide basis.! It pointed out, A |
- " in particular, that Western Union was faced with increasing : - F

competition from telephone and teletypewriter exchange ser-

vices and sirmail services, besides being affected by inecrecased .- -

wage costs and reductions in international telograph rates.- ‘ s

: R The Commission is not satisfiled that the modernization program - ‘
S i{s the answer to Western Union's problems. However, in view - . 4

- : T of prevailing economic conditions and Western Union's dire o
R - noed for addltional revenue, the Commission granted the

rate increase for 1 year pending developments."”

In granting the increase, the Commission pointed out that such a ;
temporary expedient did not meet the basic difficulﬁyingyphasized the,‘ - '
need of a qomprehensive investigation into all bhases of the cﬁmpany‘é

: ’/f'ﬁ;operatiéns, and sharply eriticized the lack of comprehensive and de-
:f'pendable déta4in the cgypgpy’sﬁpetitionufor~the>increase. In June the é;

‘v..commissionlissuedjén order calling for the investigation, but noted that f
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such an inquiry was beyond the limitations of Commisslon funds and

personnel and would necessitate a request to Congress for additional

fundse.

Before that request could -be made, kwo further actions were taken
from which betterment of Western Union's financisl situation was |
expected, Elimination of "oxceptional® or "speciall elty-to-city

and city-to-state rates as diseriminatory was ordered in October,

Since these rates were lower than Western Union's standard rates,rit>

was estimated that theirfeliminaticn would produce additional revenue

from interstaﬁe gervice of $3.7 million., In December the Commission's

earlier view that the March rate increase of 10% was an expedignt onl& ;;:i,
was substantiated as Western Union petitioned for q“furthervadvance'w<
in in@erstate message rates, After public hearings, the Commission én
" December 27 replaced the Marﬁh increéée with a flat 20% increase with

l;"no time limitation.. The effect bf this substitution was to increase

current rates by 9.1%, as against the 15% desired by Western Unlon.

This rate revision action was estimated to prdducé $8,5 million addi=

- tlonal annual interstate revemues, In its report on this cage, ‘the

. Commission concluded, in part, as follows: R . -

YWesternh Union faces a real emergency and the sound
_..course for it to follow in the immediate future is not cleary—-
" There is no question, however, about the urgency of Western
. TUnion's need for additional revenues, Wo are firmly in
% agreement with the testimony of Western Union's president .
" that rate inereases are not the ultimate answer to the
company's situation, - At the present time, however, it
 appears that some rate increase may offer immediste revenue
' pelief to the company, The availability of a Reconstruction”
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Finance Corporation loan was characterized by Western Union's
treasurer as 'an anchor to windward, which may be of soume
~ help in the immediate situation,' Further general rate T -
increases by Western Union will, of course, worsen its
position in relatlon to the competitive means of communica-
tion provided by the telephone companies and the airmail,
and max fall short of meeting the company's reverme
noeds, o

Seoking an appropriation of $375,000 to conduct the investigation

proposed in its June 1946 order, the Commission in £estimony before

‘the Houge Interstate Commerce Committes on February 25, 1947, expressed

doubt "whether the modernization program proposed by Western Union,

or any program which can be devised can save Western Union and, if

‘ iso, whether it can be put in operation in time3j% stressed the need

for detormination of national policy; and explained that, broadly
speaking, |

%, .. five alternative policy solutions are apperent, If a
comprehensive record communications system is_not a necessary .
part of our national economy, then nature may be permitted

to take its course with respect to the disposition of Western
Union's facilities., If such a system is necessary, but need

not be independent, then consideration may be given to the
possibilities that the telegraph system may be consolidated
-with either the telephone industry or the post office. It

it is determined that an independent, record communications _ .—
systam is necessary, then the whole issue resclves itself

ihto the means by which this is to be accomplished and the

issue of subsidy is involved,

w) fifth possibility would permit Western Union to con-
centrato its business only between cities with large volumes
of traffic--to skim the cream of traffic--abandoning all
° other communities, but this would be far from the 'nationwidesee
'ﬂ communication service with adequate facilities! enjoined by
‘ the Communications Act." ‘

The requested appropriation was not granted.

1 )

During the period
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since tho hearings, the 80th (1947-19/;8) and the 8lst (1949-1950)
. ~ Congresses made st&dies of the communications problems of the country,
including the domestic telegraph situation, but neither enacted
legislation pertinent here, The modernization program of Western
Union was expedited, and the company's management took a more aggres--
8ive leadership. Rounding out the modernization effort a program
-was announced by the company in 1949 includings

g

(1)  Installation and operation of new high-speed message centers
in Detroit, Los Angeles, and New Orleans, ' o

(2) 1Installation of hundreds of desk-fax (facsimile) machines
in customers! offices in eight major cities.

(3) Installation and expunsion of private telegraph networks
for large industrial users,
(4) Continued opération (made possible through legislation
exempting them from the wage and hour provisions of the Fair
Labor Standards Act) of 12,500 telegraph agencies,

(5) Consolidation of major operating departmenta of the company
for greater operating efficlency and economy, and the establishment
of“é"separate sales and advertising division.

(6) Further reduction of the company's debt,

The company went into broader matters in a special report issued

in October 1949, proposingrthe adoption of a coordinated national

communications policy and advocating substantial changes in the tele=

Al comminications industry. The report recommended:
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(1) Repeal of the 25% Federal excise tax,
(2) Purchase by Western Union of the teletypewriter exchange
service (TWX) and telegraph services of the telephone company.
(3) Leglslative permission for purchase by Western Union of
tho.cable and radio facilities of American companies 0perating‘
iﬁm}he intgrnational field, .» |
(4) Erovision by Western Union-of an integrated system of
v“domestic comgunicaﬁions geared to milltary requirements and
' ‘available in normal times to the public and the Government.,
(5) Long=term Governmemt financing, as may be necessary, to
achieve the above objectlves.
| | ‘Negotiations were carried on in 1943-1945 between Western Union
and the A.T.& T. looking toward the acquisition of TWX and allied
‘services by Western Union-under the permissive legislation of 1943,
but without resulﬁ. ‘Résumedvlate‘in.1949, they had not been con-
cluded at the time of this report. On July 1; 1948, Western Union,

- the A.T«& Tey and certain companies of the Bell System had entered a
| contractual agreement in which Western Union would sell and transfer
" 40 tho Bell System its public telephone business and property for

$2;4 million cash and the public message }elegram business of the

| Pacific Telephone and Teiegraph Company'and a subsidiary, This agree-
‘-megt was subject to approval of the FCC, and of stafe or other regula=
tory aggncies; -

X pecordingly, a joint application was filed with the FGC on
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February 1, 1949, for certificates under Sections 214 and 221(a) of
the Communications Act of 1934 as amended, In late 1949 and early
1950, an FCC examiner held hearings, during which two state commise
sioners sat as representatives of the National Association of Railroad
~and Utilities Commissioners, These hearings resulted in an order
for the issusnce of a certificate, wﬁich in effect approved the appli-
cation,
However, on September &, 1950, the Chief of the Common Carrier
 ”A ﬁureau of the FCC excepted to the initial decision on the grounds that
the acquisition of the telephone facilities of Western Union by the
~Bell System companles under the proposed condifions would deprive
= Western Union subsc;ibers of "persénalized gervice and of the advan=-
tages of an auxiliary or standby service," end would require them "to
pay higher charges for thoir nessage toll telephone service." As for
~the discontinuance of public message telegram service by the Pacific
% 'companies; the Bureau excepted‘to the decision on thq grounds that
the service proposed tp belprovided hy Wostern Union would generally
- be less stable in cﬁaracter than the service rendered by Pacific, that
TN speed of service on a large pencentage of traffic would be adversely B
..affected,vand that "the‘proposed transaction will result in the eli-
Vlmination of all competifion between Western Union and the Pacifie
.Acampanies in the offering of message telegram serﬁiqg:fﬁﬁ@hepﬁureau
 submitted that an.order should be entered denying the joint appiication.

~ % Also on September 8, 1950, on behalf of the Attorney General of
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the United States, exceptions were submitted to the Eiaminer's
findings, conclusions, and initial decision,

The applicants have filed a reply brief to the exceptions, but
the FCC decision had not been rendered at the time of this report.

April 1950 saw a reversal of the decline in Western Union's

operating rovenues, The modernization program, rigid economies, im-
proved operating methods, and greater sales efforts are regarded by
the management as the company actions which contributed fo the change,
- and rate adjustments, the Korean situation, and increased general
Hbusiness activity as the salient non-company factors, Commenting
on the upturn, the Federal Gommunicaﬁio;s Commission in a report dated

August 31, 1950, to Senator McFarland of the Committee on Interstate
R “and Foreign Commerce said in parts
R T IR A "The Western Union Telegraph Company has reported a net
1.7 7. income of $2,687,000 before Federal income taxes for the first
L  six months of 1950, Assuming that revenues and expenses will
AR - continue at the March through June level (Western Union re-
- . ported net losses in January and February), Western Union may
:  realize a net income of $7,000,000 for 1950 as compared with
‘.1 an assumed loss of $5,000,000 in the above-mentioned report.

" The principel reason for the difference in assumptions is the
substantial savings that the company has been able to effect,
principally through force reductions as'a result of the com~
pany's mechanization and economy programs. Landline expenses .
in the first six months of 1950 wore $7,578,000 less than the T
same period of 1949 of which $6,312,000 represented savings -
in labor expenses. '

. * Wigsuming that Westorn Union will be able to maintain its
~ . ﬁ ~ earnings in 1951 at the level assumed for 1950, and after
o ~ adjusting for the sale of buildings subsequent to the date
of our earlier letter and further assuming that the once
- suggested cut in Federal excise taxes on telegrams will not
"\ ‘materialize, Western Union may.be expected to have cash
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'balances on December 31, 1950 and 1951 of $3/.4 million and
$27,6 million respectively, If the application now pending
before the Commission for authority to sell the former Postal
Telegraph Company's toll telephone system to the Bell System -
companies should be approved by the Commission, the cash

= A balance for 1951 would be increased by $2.4 million.

"festern Union's improved financial situation bolsters
the Commission's conclusions...that the Commission 'would
prefer to give Westorn Unlon a further opportunity to ox-
tricate itself from its financial difficulties, rather than
to propose the enactment of drastic legislation at this time
which might result in, or lead to, Governmment ownership-or
operation of Western Unlon, or which might result in one
huge monopoly of practically the entire communications in-
dustry of the United States,'®

Summary
Tna over-all national demand for telegraph facilities and services,
ag well as for-telephoné and alr maill services, has been growing
almost steadily since 1926, During that périda, however, the relative
- demand for'tclegram service'has 1essened’ This shift in the character
1:of the demand for telegraph service has seriously threatened the
. continued existence of the Wbstern Union system as a private enterprise,
Remedial measures applied by the company and by regulatory authority »
e in recent years, followzng a longer period of Government concern over 15{'
the prospects of the industry, resulted in a return to profitable - )
” operation in April 1950, The 1ong-range prospoct is in&eterminate. ‘

Domestic Telecommunication Systems
of ‘the Federal Government

,  Federal Government agencies during the year 1949 operated nation~
widé|leased wire teletype networks, the size of which is.indicated by

-
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the following estimated figures:

Miles of leased teletype wire,
including weather services: + « ¢« o ¢« 325,931

Miles of leased teletype wire, -
excluding weathor services, « « « » « 167,824

Cost of leased wire, _
including weather services. . » » % 8,053,877

Cost of leased wire,
excluding weather services. . « o o 3,501,796

- Originated words transmitted,
including weather services. . « 16,347,342,986

. Originated words transmitted, '
excluding weather services. . . 5,835,071,689

A more detailed presentation of these'estimated fipures appears

in Attachment III-M,
No attempt has been made in this study to include any statistics

" concerning extensive telephonic communications of the Federal Govern=-
. ment agencies, the bulk of attention being devoted to statistica
: 'reléting to wire record communications, largely teletype, Such

-commercial message statistics as were available, however, are included.

‘Domestic radio communications such as aeronsuticel mobile, mili-

" tary land-mobile, radar, etc., are considered.to have no particular
A_'significance in this study and therefore have been excluded, No-
ii-figures embracing costs of operation (other than the costs of leasing
'l“fécilities and equipmeni)are shown, . The development of such flgures

| was considered to be too great a study to make in the time available.

This was because many agencies do not keep adequate cost records.
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A brief description of the agency operati&né-liéiéd"ln'Attachment ;
III-M follows:

Department of Agriculture.--The Department of Agriculture leased

17,630 miles of teletype network during 1949, Of this total, 15,835

‘miles were primarily used to transmit market news and related informa-

tion for national dissemination to the public by radio broadcast and

newspapers, Among the other functions of the Department utilizing

~ leased teletype facilitles is the service offered in comnection with

the foot and mouth disease prégram;

Department of Commerce.--Two agencies in the Department of Commerce,

 tonsive domestic wire networks totaling 115,659 miles, Attachment TII™
_shows these two agencies separately and further divides the CAA com=-

i munications data into two catégorias,’"weather"'and "other than
':Weather.“v Communications involﬁod in weather flight control, weather

. forecast, and operational ‘weather control, some of which are leased

teigphone 1ines, have been included under the capfion‘“weather.“ General

- ;administration, air traffic cbntrol, and communications operation are

~ included under the caption "other than woather.®

The Weather‘BUEéaﬁ‘netwbrk, operating separately al@hqqgh in con=’

e

" nection with CAL, carries weather data used exclusively in weather ..

'f/rgborts énd'férecasting.

The Weather Bureauw, like the Air Force and CAA, uses symbols

~which are not generally available in commercial talegraph‘opératibh.

r g
~

Y
}
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To translate such woather data for transmission by commercial tele-
graph sorvice would increass the wordage by approximately 40%.

Dopartment of Defensg,=-=The Departments of the Army, Navy, and
AMr Force operate individual wire notworks throughout the continental
United States which total 149,529 miles, primarily for the conduct
of rapid record communications between niiitary'estnbiishneniémbr‘ )
between military establishments and other appropriate p01nts in the
nation. )

Though communications originated by other agencies of the Govern=
mont are transmitted over the facilitios of the defense establishment
to the degree indicated in Attachment III-M such transmissions are
made under the general asasumption that no additional facilities or
personnel will be required.l There is also some interchange of messages
originated by the 3 military services for transmission over each otherts
_networks, K

Hhe Air FprcevnetWOrks accommodate woather, facsimile weather maps,
military flignt service, aircraft control and warning system, and
military air tnansport services, They also serve some needs of the
Dopartments of nhe Armyinnd Navy, énd all 3 of the defense departments
;make use nf the weather services of the Department of Commerce (CAA
and Weather Bureau). - -

% As in the case of the CAL, the Air Force statistics have been

shown in two parts, "woather" and "other than weather.“v Again, as in

thé case 'of the GAA, ‘the weather wordage figures have been excluded
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from the grand total of lessed line words because they embrace
special forms of transmlssion involving special teletype symbols
and teifphonic wordage,

General Sorvices Administration.-=The General Services Administra-

tion (GSA) operates a leased wire teletypo network totaling 14,392
miles, supplomented by TWX service for Government agencies, for the

year 1949, N

This service, avallable to all Government agencies, operates

;\" from 8:00 4A.M, tO‘liEOO P.M., E.S5,T., Mondays through Fridays, end

offers direct message servicé botween 54 major U, S, cities, in addi=-
tion to the possibility of refile via other media to-other U. S, cities,
| or to foreign dountrieé. ;

Pickup and delivery are done by telephone (with‘mail confirmation),
messenger, o; by local teletype line when and if the message volume
~warrants, The Administration estimates that, by aéting as a clearing
- house for Government domestic rapid communications, it reduces domestic

telegraph costs to the Government 35% to 40%. The cost of this ser-
vice, exclusive of overhead, is prorated to the users on the basis of

the cogt of the facilities,

Vetorans' Administration,--The Vetorans' Administration maintains
& leased wirc network of 8,658 miles; supplementing the leased facili-
- tids of>other Govermment agencies, to connect its offices in every

State for %he conduct. of 1ts business, West of the Mississippi River,

'it‘uwes a great amount of TWX service.
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~ introduced around’iﬁé”year 1921, These, howsver, were not compre-

o hénSive enough_to furnish -service to all points in the United States,
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Othor Federal Government Agencies.~-Certaln other agencies

(11sted by footnote in Attachment ITI-M ), while free to use facili-

ties maintained by GSA, also lease teletype wire lines or otherwise

~contribute to the total flgures, as indicated 1n the Attachment.

The degree of radio transmission involved in the figures pre=-

sented for "Othe;rEgderai Government Agencles" is negligible, being

for the most part the result of secondary operation, as in the case
of the FCC and Department of Justice, which use radio frequencies for |

emergency purposes when wire lines fail, or to the few points that

' Trends in Federal Govermment Use of Gommunicatiégg

The pblicy of using military systems for the ‘transmission of

record communications of the Federal Government agencies is ome of

long standing, The volume of Government messages, both military and_ -

- - non=-military, gradually ihcreased, and the military systems were ex-

_panded, Domestic radio eircuits within the continental limits were

!

e

and the Federal agencles, including the military, relied in great

" measure upon the domestic commercial companies for service,

There was a gra&ual transition, starting in 1930, in which wire

cifcuits leased from commercial companies.repldﬁéd radio circults for

= o,

' the fgdhéﬁission of Government doméstic messages., This.transition was

the Anatural outcome of the knowledge that pgdio‘frééuehéiea could be

o -’ 14 . - N . -
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employed to better advantage in overseas communications. At present -

the use of radio frequencies for domestic communication has been

-

- reduced to almost nothing,

e

Commercial lendline rates for Govornment mossages were fixed
__4n 1886, under the suthorify of the Post Roads Act, at 40% of tha__

' :'g ~  existing commercial rates, From that time on, the commercial opera-

— 7

ting companies made continued efforts to have Government rates
: equalized. Finally, by a gradual process which started in 1935,
Government message rates and public rates were equalized in 1947,

_As Govermment rates rose and volume increased, Foderal agencies
. . ,:‘-» S / . .
turned more and more to the use of leased wire lines., The saving

| ‘: from 1easod line operationlroughly approximafes the Increased cost ‘7
- rthat would have_resulted,from-fhe equalized rates, given the same
S .. volume, . : i |
| The use of leased wire lines by Federal Government agencies be-
.vikcame 8o extensive that the Public Buildings Administr;tion’(later

transforred to the General Servicos Administration) was authorized in- . ‘

-*F{ ;} - 1946 té coordinate leased line operations and to provide means of
";{‘f}i?l raising the officiency of such operations.
| At the present time the GSA has made some progress toward the
more efficient use of lines leased by the Federal- Governmenti-
 * A’strong influence which has accelerated the leasing of teletype'
ﬂ:wires by-Federal Government agencies is their cost advantage over
. : m%ésage service,.giveﬁ sufficient volume of messages between.specific
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~

points, The two main sburces of loased teletype wires are the
A;T.& T. and the Western Union Telegraph Company. -~ - ‘A~f';”
Legislation,-=Public Law #413, 79th Congress, approved June 14,

1946, gave the Public Buildings Administration authority (with certain

-

N

restrictions) to operate ﬁublic'utility services, including tele=-
cbmmunicatidns, gsorving one or more Government ageﬁéies.‘? o
Public Law #152, 8lst Conpgress, approved June 30, 1949, tranas-
. forred this suthority to the General Services Administration,
In addition, this later law gives broad powors to the GSA in the
- operation and management of public utility services for the conveni-
“ence and economy of the Government. GSA clains power under this law
~to eliminate or consolidate leases of communication circuits operated
"by various Federsl Government agencles,
Intorrelationships.--Interrelationships betweep ?ederal-Government
systems.are not particularly complicated and'continﬁe to Incline toward
a "coﬂﬁanity"_system of operation wherein messages originated by one
agency may, by arrangement, be transmiﬁted over the facilitiés con-
'troiled by‘qnefof‘the others, -
- Relationships botweén Government systems and domestic commercial

systems are more complicated, All of the Federal Government networks

depend upon the commercial compznies for wires and maintenance, and,

L At gome cases, for equipment,

Gonerally, all of the Federal agencies that have communications

,bpdratiqns rely upon the commercial domestlc organlzations to round
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wind¥ .
out their'sy?tems, elther by telegram service or TWX. This "rounding
out” takes the form of deliveries to desired cities or points to
which the Federal Government systems do not extend., The Government
in almost all cases carries the message as far a8 possible over its

own system,

The Government;s domestic teletype gystems are estimated to have
transmitted in 1949 (excluding weather data) more than 5,8 billion
words, Government payments to the A.T.& T, and Western Union for the
facllities used in these transmisgsions were roughly $3.5 million,

'of which $1.4 million was paid to Western Union, 4n additional $Le5
million was paid for facilities used predominantly for the transmission -_
, ““: _ .of weather data emounting to the equivalent of roughly 11 billion
| words,
What it costs the Govermment to operate its domestic leased
. facilities, and what 1s saved through leasing facilities rather than
payi?g reguléi message transmission charges is not actually known,
.However, an approximation of these chargés over bommercial circuits
‘can be estimated through the use of calculations made by the GSA in
a study for 1949 based ﬁpon about 28 million words transmitted domes-
tically; GSA estimated that the Government saved 38,6 per cont by
;}uging leased wires, the percentage of saving being based on the assump-
K ti%n’that'chérges for commercial message service would average over
-6 cents pér word., This assumption indicates that the GSA calculatlons

J _are\based on the straight day megsage rate for telegram service,
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Wostern Union reports the average cost, ilncluding all rate categories,
to be about 5 conts per word, At this average cost per word, the
percentage of saving, adjusted from the GSA estimate, would be 32,1
per cent, |

Summarized estimates for the year 1949, using the Western Union

average cost figure of 5 conts per word and the savings percentage

Foderal Government Leased Wire Operations,
Excluding Weather Data

Rontal of facilitiesSe o ¢ s 4 o ¢ o . ll ’ olVQ $ 3,501,796‘ =

Total words transmitted « o o o » ¢ o o o ¢ o 5,835,071,689
Cost'at 5 conts per Worde o o o v ¢ 4 o o 4 $ 291,753,584

Saving by use of leased lines indicated
by 32.1% saving adjusted from GSA estimate,$. -93,652,900

Resultant estimated cost of Fsderal Govern-
ment operation of leased facilities . « « o $ 198,100,684

We have not attempted to determine whether it 1s necessary for -

_ ‘the Federal Government tovtranSmit almost 6 billion‘words'yeafly for

its domestic business,

Other Domestic Telocommunications Systems

' Thpré are a great number of rapid telecommunications systems

4: withiﬁvthe United Statesfother than those which have been described
- above, These systems include networks interconnecting broadecast and

"television stations; airline and rallroad telecommunications systems; ::

"
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marine telecommuhications on the Greaﬁ Lakes, rivors, and harbors;
land mobile services (autos, trains, trucks); press association net-
works; private wirc networks of large corporations; and the amateur
radio networks, Many of these systems are nationwide and collectively
they interconnect all of our major cities and most of -the minor ones -

many times over, These networks are mainly dependent upon the physicalx

facilities provided by the American Telephone and Telegraph Company

e

or Western Union, and during the year 1949 spent some $50 million for

N i

In addition to those systems within the continental Uhited'States,

Alaska, Hawail, and Puerto Rico all maintain domestic telecommunications

A brief descriptioﬁ of the most important of these systems

follows,

Networks Interconnecting Broadeast and Television Stations

The broadcast industry uses extensive telephone facilities for

" the transmission of progrems to stations, and teletype circuits for
o planning and coordination of network operations, In 1948, 3 regional

o netwofﬂgﬁ 4 nationwide notworks, and 11 key stations spent $1 million

:;;: for wire seivibes. A total.of 1,824 other standard broadecasting

stations paid $5.8 million for like services, FCC reports indicate

that the commercial broadcastipg Industry spent in 1949 in excess ofv_-

g l/ Estimate made from statistics supplied by AuT & T., Western Union,
y 'and FGG Reporta. T

oo T
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$15 million for interstate privato line services. Television broad-

‘casting has necessitated construction of cxtensive coaxlal cables and

microwaye links, the use of which increased considerably' during 1949
and 1950,

Airline Domestic Telecommunication Systems

~Scheduled airlineé lease extensive telephone and teletype networks
for use in their domestic operations, Some 500 aeronautical ground

stations were served in 1949 at an approximate cost of $6 million,

divided as follows: B P
A& T,
Toletypewriter Exchange Serviee . § 73,000
Private Line Telephone $ 1,400,000

Private Line Telegraph $ 3,500,000

Western Union

Private Line Telegraph $ 629,000
Telegram Tolls $ 336,000

Growth in the use of leased private line services by the commercial

alrlines is shown by the following figures from the Long Lines Depart-

’ ,; ment bf AT. T, _ | \

gar Expenditure Year ' Expenditure
1938, « 4 o o $ 69,000 1945 « & & 4 o % 1,190,000
1940 s o & o » 198,000 1947 « s & o« o 2,919,000
1942 L] » L] 0'“ L] 582,000 194-9 L] 4 . ’ . 4,225’000
Railroad Telscommunication Systems ;\

X

During the year 1949, Class I railroads (gross revenues over

" $1 million) had in service'522,000 miles of telegiaph wire, 873,000
\ eI :
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miles of telephone wire, and 215,000 miles of pole line, Thls tele-
communication network, which extends throughout the nation following
the railroad lines, is used for train,diepatching, matters relating

to passengers and freight, and varlous other foxme;Qﬁ company business,
Erployees chargeable to the railrecad communication serviee totaied
39,ié1 and their yearly compensation was $145,248,935,

Domestic ere Networks of the Press Associstions

The Associated Press, United Pross, International News Service,

'and Transradio News Sarvice operate large national teletype networks

for the ddstribution of news, The collective cost of these leased

" eircuits for the year 1949 was $450,000,

Domestic Systems of Large Corporations

A number of the large corporations in the Uhited States, especially

e —

o those which have nationwlide interests and branch OfflOGS, maintain

their own domestic leased wire teletype»systems. Corporatlons such

~as United States Steel, General Motors, Ford Motor Company, and General
| ‘. Electric, and many smaller ones, have rolumes of domestic telecommuni-
~ cations that enable them to lease and operate wire systems on a

| national basis and to effect appreciable eavings in costs by comparison

with telephone toll rates and domestice telegraph meesage rates. It

is estimated that from 20% to 0% can be saved by private line teletype _

: 6peration, depending upon volume, under current Western Union message

rates, B
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On the Great Tnkes and Rivers

On the Great Lakes, the Migsissippi River, and connecting inland
waterways, commnication is carried on between ships and between ship
and shore by radiotelephone. Certain shore staﬁions have a "publiec
lcoastal gervice" which will ﬁermit calls from ships to be completed ~
through landline conncctions, Operational messages are also relayed
or forwarded as requested by the company or captain, Charges for
this service are regulated by law, and established long distance rates

apply on shore connections, Revenues as reported by the Class A and B

" telephone carriers in 1948 for such services were $575,000 on a basis

of 400,000 calls. -

Land Mobile Telecommunication Services

These services provide communication between mobile statlons and

" base stations which tie in with public landline telephone facilities,
>_ The telephone companies in many locations operate the base stations,
j"I"In'gene;rml, trucking firms and antomotive emergency road services make!

"extensive use of such systeﬁs; ‘A.T.&fT: revenues from this service

totgledl$1.6 million in 1948 on 1,4 million ecalls handled,

Taxicabs are making extensive use on a nationwide basis of very

o high'frequenéy radiotelephone for dispatching, In 1949 radio was used

“in nearly 3,000 separaﬁé taxicab communication systems covering about

. The 6 islands of the Territory of Hawaii are provided with telephone

~
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and telegraph service by the Mutual Telephone Company. Long distance

| operatien between the islands is made possible through operation of

multi-channel radio microwave.equipment incorporating the further

use of radio dialing and radioteletype. Mutual also furnishes coastal
- harbqr and mobile radiotelephone service in Honolulu, Assets of the

‘company totaledu$28.5lmillion'in 1949, with onerating rovenues of

$7.5 million, The net earnings were $829,000 after Federal and Terri-

_torial taxes of $974,000. Plant equipment consisted of 280,000 miles

of wire, 953 in cable, Telephones in service were 90,000 or 17 phoneéﬁ;

per 100 population in the islands,.>Employees totelad_l,AOO with

compensation of $4,3 million,

In Puertc Rico Y

Telephone communications on the Island of Puerto Rico (population )
R 25 million) are operated by the Puerto Rico Telephone Company, a

"subsidiary of the International Telephone and Telegraph Company.

While earnings have deolined steadily, the Company has been able

to install over the last 5 years 19,000 telephones, a net gain of

- Telephone and Telegraph Corporation, the principal stockholder, which
- has received no dividends‘eince October 1944, yet has permltted its

. subsidiary, Internetional Standard Electrie Corporation, to advance

equipment and materials worth $3 million.

~The company's rates have not been increased for over 22 years, and

.1 the meantime all,cdets of doing bueineeehhave,meterially increased,
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" Soveral petitions for incroases in rates have boen filed, and the

company -has- filed a motion-fbi'temporary relief to help it continue _
to give satisfactorf serﬁico; and to permit small additions to plant
equipment éending the approval of a new rate schedule,

Present plant investment approximates $9 million, with otho:

current assets of about $1 million. Total operating revenues in 1949

_.Tweggm§235_million with net earnings of 3254,000 after tax deductions
‘but‘béféggﬁznferest charges of 73196,000, Thirty-five thousand tolo-
phones were in service and the company had 80,000 miles of wire, 90%.

- of which was in ceble, Compensation to 675 employees was $965,000 in
1948, "

In Alasks
Alaska, with an estimated population in 1947 of 92,000, is pro=-

System (ACS), a branch of the U. S, Army Signal Corps, Since its 7
authorization by act of Congress in 1900, the system has operated the

only longline communication channels within the Territory and between

= - . the Territory and the United States, The ACS now has 32- telecomminica-

tion stations serving the Federal and Territorial Government agencies,

and the general public, by wire and radio., The latter includes service

‘Ato and from ships at sea, press services to newspapers, broadcast pro-

gréms to radio stations, and general commercial messagess Regular

' telephone service is provided in the 1arger‘cities by 14 exchanges

‘with a total of approximately 12,000 telephones in service, In 1948
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the telegraph service provided by ACS to 58 Government agenciecs had

an estimated commercial value of $480,000 and military telegraphlr‘“ S

messages of $3 million, Telephone service %o the agencies approximatéd
$54,000 and that to the military $173,000. |
Supplementing tho ACS, mainly to serve isolated communities, is
a 60-station radiotelephone systom maintained by the Aldska“C6;muﬁica-
tions Commission, an agency of the Territorial Government, The Alaska
Native Service also operates a total of 102 radiotelephone stations,

the majority of which are located in Arctic and sub-Arctic regions,

~ The statibns are used to conduct the routine business of the service,

as well as for emergency purposes,

The Civil Aeronsutics Administrstion maintains an extensive net=

work of 42,rad%o stations, operated by 625 employees, used primarily

for aircraft navigation and for weather information, Routine weather

reports from outlylng stations are also relayed to'a common point for
w,:m{-‘* . R 4 .

forwarding, The CAA is also the largest Government agency user of

Alaska Communications System facilities,.receiviﬁg services valued

. at $80,000 in 1948 and $76,000 in 1949,

Recént Trends: ’

The outstanding trend apparent in the development of the domestic

- systems described in this section is that of relatively rapid and sub-

shantial growth, ¥For example, the broadcasting industry served 12

. million homes with 618 radio stations in 1930, In 1949 it served

42\miliion\homeswwith’3,067"radio stations, The aviation industry in

S " RESTRICTED ,
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| 1930 maintained 170 gfoﬁnd radio stations and 293 aircraft stations,

In 1949, 1,572 radio transmitters were licensed to commercial ailr-

The growth of television has increased the estimated tangible
investment in sﬁgtions and sets from a 1948‘tota1 of $403 million to
more than $3 billion at the end of 1950, In 1947 thore were only |

12 stations serving 210,000‘receivers. In Jammary of 1951 (oven
though no new television station qonstruction'permits were issueé |
after September 19£é), a total 6f 107 stations were serving an esti-
mated 10,6 million receiveré. From Omaha east thore are 47 inter=-

- connected citles having 80 television stations sorving 9 million 4
receivers, Of the totél sﬁations, Now York has 7, with Chicago and

, Waahington 4 sach, 'Sixteeq other non-intercbnnected clities have

27 stations serving 1,6 million roceivers, Thesgrfigures indicate -

- -‘ that about 40% of the homes in TV areas now have recolvers, bu{ing
,{,jthe(month of December 1950 alohe 704;000 were placed in use, Los

Angeles! 7 stations placed that city first in estimated television

+ 'investment,

": The accolerated growth of television has hastened the construction ¢
~of coaxlal cables, bringing the nation's total to 7,600 miles in 1949,

'ff :This over-éli program has been modified somewhat because of planned

| iﬁstallation ofrmicromaVe radio relay s&sfems between various cities,

Conclusions - ‘ } | c -

!“k l, The tglephbpe‘system of the Unitqd States is a financial}y
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sound, multi-billion dollar industry consisting of the Bell System and

5,000 independent companies. This coordinated system is providing

.thé nation with what is‘admittedly the best telephone service in the

world, It is steadily improving that sepyide by aggressive technolo-

- gleal advancement, In view of the healthy condition of the tslephone

system, we conclude that no changes in Government procedure for in--
suring adequate service in the national interest are necessary.
2, The telegraph systom of the United States has experienced

economic difficulties owed in part to the expansion of other means of

'rapid~communicatioﬁ. The recent roturn of the principal. telegraph

company to profitable operstion, in part because of improved management

and modernization of its plant and in part because of greater general

- business activity, is encouraging, This current improvement in the

i'pbsition_of the,industry affords an opportunity to develop information

needed for sound, long-fange plenning to avoid future difficulties,

We believe that sound management and vigoréus technological development

can contribute further to the stability of the domestic‘telegraph system, '

3; The éffects'of the administration of the Communications Act

- of 1934 relative to reductions of'telegraph service through the closing

of unprofitable offices or through substitution of agencies need further -

e study, Western Union maintains that the restrictive application of F%?

present legal provisions places an undue financial burden upon the - ~com~

" pany which it can i1l afford to bear, representatives of labor contend

_that too great a degradation of service often has followed the
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substitution of agencies for offices,
4y Rates for the telegraphic services--telegram, TWX, and private

leased lines--are given regulatory approval without adequate know-
Jledge'of the costs of pro;iding‘éuéh services, Also,-in-passing upon
long=-distance telephone rates, the Federal Communications Commission
should inform 1tself of the probable effect of proposed changes upon
the position of the telegraph industry, and upon fates for local tele=-
 phone service,-

5. We have looked carefully into the proposal that our telocom~

mnicatlons industry should be divided clearly into two parts, one

~dealing exclusively with "record" communications, the other with

commuﬁicationS‘by'"Voige;" Qur-examination of this question has shown
that such a dividing line is wvery difficult to draw, and we have éon-
cluded that the attempt to reorganize.our telecommunications sysfem

system going far beyond the initial intention of any such division,

_ The maiﬁ bone of contention today.is the fact that the tolephone company

" matter should be detérmiped_by the normal processes of negotiation

-

offers a form of regord communi cations--TWY and private-line leages~-
which competes with measage-delivery functions of tpe telegraph
company, We note'that Congress 1n 1943 amended the Communications Act

4

to permit acquisition of this form of service by the télegraph carrier,

This the companies involved are free to negotiate an agreement to make

this éhange, subjgcf tbh§ppf9y§1 by the FCC, We believe that this

e

- RESTRICTED

Approved For Release 2002/01/04 : CIA-RDP84-00499R000700100001-8




Approved For Release 2002/01/04-: CIA-RDP84-00499R006700100001-8

156,

6, The operation of leased domestic tolocommunications net-
~ works by the Federal Government for the transmission of Foderal
Government messages 1s not, strictly speaking, competitive with

' the operations of commercial telocommunications compahies. In

its teletype networks, the Government is taking advantage of volume

.

rates offered by the telecommunications companies in the.éaﬁe mann@f
as_can any other customer with large volume requirements, The
Government should continue to»taka full advaﬁtage of the most
efficient and ecenomical rates and conditions of service which
are svailable to any large user, While 1t is %qurtant that the
Government sook the ﬁost economical means of handliég its om |
T communications, it also 1s of great importance that it continue

“its present policy of using privately owned-facilities rather than

i g o

, build}ng up:ﬁfééééynmsntéowned competing network, - -

I R .

e

RESTRIGTED .

Approved For Release 2002/01/04 : CIA-RDP84-00499R000700100001-8




g

Aommﬂ 20§ ounp Jo se seuoydeT:

*gg [109830qey euoqdatey Tleg Puv Lued

E *goI|

*grenuBD oW

*gTouueo euoydsrey 2T ®1 sated oTquwd OA3 JO Ly poude:

I1ad eIja wado we Jo A3joededr ummiXem eYj POST ST IITIIV UWOUM *saped o

hioht ¢ :Lib'bor $ $0LL°HBT 310546 :
- - $goh 628 1/63°£39 320 9 :
oY : $T0L ket

8°0 ¢
[°18  &000° 015 01L§:
‘=L gp_ 100010001 091:000 %20"¢e

Be]l o] ev] we] oo
sol wef we] ve} oo

)

T:000° 907G 06

Approved For Release'2002/01IMIA-RDP84-OO499ROOO7001 00001-8

: : 006781 : : :

: T[I0'Ge ¢ : 3

H 628%¢2 H H H :

H H : H H H

H 004Gl : : m m

: $391 %84 : : : 3

T 06 000 00k JHL:000 630 e 1:000°bbL 60 ¢ : :
: T000TILN'g 000 He0'L  f000°099 f 0007294 i #000 T
L3 1000°€18 iy 1000°996°CE $000°L0% 0L 00042k 92 “80.2.
s 1000°G98* T8 2000°64109 3000°6EE G 1000689 Lh ”ooo 91

¢ HIR : : :

: TI11°tah _ :600°02h "mwm.mmm ":mmmnho: EAFMT:

T Secht bl shee'8 HIL'L 240" 19639 :

\M” ._ Nm "”mmm.mow.@u”mmw.mmm.mm 161G 'Shhtee "Hmzum.ﬂw:.ﬁ 1G20°¢ 6T ¢
' T meysig 'HybL 1L 08Q:  bRoL T Gt ¢ OhbL T GLET T GE

_ Ttog ¢ #3etadvg ITy: 1€ *oeq ¢ TIE *%9q ¢ 1€ *o9g ¢ TE *%eq 3 TE

SEATHEYD ENOHEXTIX TTV ¥0I WoWU FTAILVEV
V111 3UsuyoBlly SOIISILVIS CXIOTTIS REISIS TTHE

Approved For Release 2002/01/04 : CIA-RDP84-00499R000700100001-8



Lrwnuep o dyyeuoizuvrer #yy Jo BI8d] 9y} UC P48l FIem €3Wp TeNUWE ATuo Ardnu
8lgal @3 Yo

° 661 ."uuuzomo

80 JO Ysjuow @u3 I0J DejIodarl alem e
TUCTHBIWIOY 3y} 03 84I0uSI TURUUR UG PRERQ OI¥ SIvel JUINDERLLS J0) B4ug 4
&o.nuunu. o3 PU® (me39le euUTPUE) Luwd::o) JdvaiZeteg Totuf) Ulajsey eUl wory #3s5uodsax uo pPavYq ele BIEP

€57 - 9251 91quIT9a® 303 waag

*I80L Y3 107 SONUCASI UCTIRTUSTEI, O] O3 SOTUIARL TosS [UsURIY

39p yduadetey Tewseoq 9f61 - 061
“ON J9p10 woysialq ydvwidetsl o Luwduo) ydexJete]
9U3 'eATsnToiy ‘€61 03 9261 Porded eyi Iof 1sedxcy
"eTINI4) puUR seJusdem (PBOITTSL L1redioutId) 30813400 ‘jueusIvdep sMay T9TPIemmo) puiouy #aFassen ucssjusuels I9Ys0

= , . REGT-9261 .Suﬂn.u,_%
o 30u w19 -ydszFeye] {eisog puw uotuy wrajsey Lq peTPUWY OTijelsy TUuoiiFulajuy JO Tney 2T385m0p oY3 sjueselder soFessen OTPEI PUW ETQYD) W
=1 : : *ghéT ug
m PIRTTIUCOITY 0IIM SWBISUOT] TWIII8 pud BgeIFuoT  *WTULIes UITA SweIFiol TUlIes ‘2183497 A¢p WITA DOPRIIUT S8A sSeTFussen wexduor JO uon.mu_:n [ -1 m
m "PeoTPoIJuUT 13 ‘sumiFuog TUTIOf Pud SwBIFUO] "9JTAINE AU B DUB UOTSSTIWO) 9U3 JO IapI0 &9 EnbT LZwnagqeg ug PONUTIUCOS TP WOTAIIS SIFA DAL ﬁ
o flo‘Get %8¢ 866 L - - 80€'8  8%9°'TY een's aly'tGt olg*l T16%92  182'6 110801
m 8l5°102 29€ %y lég's - - LiG*g  fGz'et 6bl'2 £86°n91 log*l wt'ee l20'01 wmt..:ﬂ
> Llz0°n22 £25'n 2686 - - 2Ia's  96G'tt lot€ len'9st 0908 Gon'te  6of'er  CEl'MET Iy
(2] woltoe2 f18c 9656 g€ - 26111 modoﬁ ,mhm.m 299l Heb's 107" 2t 29¢°¢€1 mmm.mm.n mam
S s2atme - ong'€ géa'et  lag'tt - ghl*GT €066 6S'ot  oze‘zst 96t*l 8la'Ge  ehé*ST  leS'tet el
o . ; <
< zZtltXe 910*4 19'6 €296 - 868°GT hsh's gnl'zt  wEg'alt 1€6°9 980°¢C  T6L'ST  926°9TT by
% 26012 e Mno.m :mmm.m /7826 gce'ct 1oyl €6n'St ze9'tll 6064 fhG'of  €88°9T  gg2'sTI &
a snt'fze M.ﬁ. €806 oof'st to9‘s 609'8 19¢‘s ‘€T wmﬁmma fal'g 921'Gz Rm.d 2'CTT
o 826012 9T°¢ nit'g  ézx‘zz £00°‘9 692°¢  s82'tt  TGlS 166°06T £09'8 otl'zz  Ltb'fT  059°%0T ™
< 19151 249°¢ 708'S  99l°st £60'n 200'n  EnT'1T 283'¢ fhe'sft 085'3 odz'oz  1€9°St  2I8°¢6 oy
3) 660" 631 Geo'q 8it'g  nES'lt 60T'€ gb3*€. oon’tt  sma‘l 6614t 980°'6 199°6T  TH9'st  T18'ls &
4 6£9°Gat €€Cq 8l9°% omm.mH 0062 g00't’ 88l'1t  229's G56° 1T 055's ™9 6T :mm.mﬂ 06168 st
o T1l'002 ghl'y fon'g  £T10°Ct 63t ¢ Sm.m 6l2'qt  Gén‘s 6lttant log‘e fno'te  06S‘6T  6l2'ek J1Y
= 995°€6T 99.* mmm.a HTl's aln'g 161'¢  2ne'n1-  glo's N;N.Nm_ﬂ mwm.m . 6r0‘0e  6he'ze  909°€6 of
e 052°3lt 790" 9%y ltt'2 log'2 e el 969l lg2‘gtt fll*l fer'oz 118'02  3l8°ls mmO
N . \ ’ . :
S GT2* Gt - £69°1T 6lo't  Ggo‘zt  €9l'6 S19'ger 206°'L Glg*6t  €9G'6T  692°'1s €&
N £65°¢nt - nmﬂ H98* m 666'0t 916w 18502t €061 802:6T1  fon'st  loo‘sl £E6D
Iy Slo*eqt ‘- 0 SHT't | 8/9'T1  Bazl's TER6TT 9562 T26'6T  2IY'9T  2ME‘os =1
o gle ot - ¢ o oq9'GT €66 6l2*'sat 045 g16°lz Mg.om l6l'g0t )¢9
b tl6'tte - .- Mﬁ.; lm'ét  gos's 160°6L1 - 659°¢E 68’12 SeS'tet onm
[} v .
14 0%0°nf2 - - 268y lge'tz  6Gt's 261661 - Te8's€  oge'eR Mm.mna 6269
5 TS Hee - - ala*qh  gly‘ét GGl 996° 26T - shl*lf  o06'6r ‘Get -
o arg8'G12 - - 20T'h  sHI'ST 1899 G33°981 - sgf lf  aElsT £GT°T6T L
- 1A £ - - o'y 266'lt &g 036°381 - #el'st  sal'lt alytr 926D
O . ! . N W
3 (£1) (21) (1) 3 (ov) (6) (8) (L) (9) (%) (%) (£) (2) (1) L
_m. Te30 \N nowumnoz [2otewy " sgu; oIy ®zap30 ”".exg uem seFuese  sTULIeg oFvasey 20539 1% IO udoM.
AP puRIy " uopssim U -308lp pemiy Lsuoy —LIeA0p  JTI40d IR oW Dag ;
-SRI 199D n , ™398 103397 WIIK )
9730 i
o = juatuyoe ‘Q'AdD;
Z-TT LEE 19o-9*0Y R — S 9dOd
, G

5

oPetse){ J0 sswy) hn se3ussey uOTERTTETNIL JO Zequog
(SUTTP™oT) qdeaderel Teiveg pue woTu wIsjoey



Approved For Release 2002/01/04 : CIA-RDP84-00499R000700100001-8

) i I
ot

P; Ot.mo "2-4 ..N\k&.bow. ’ 0oL 0% -u.u&o.-. s qgﬁu 21 "o I0DI0 50K o.u 8107aI°0 O mom.uo&om iooamog
i '

ST oot oor'm - - %26 Lot ms'z oL IG6'9t 26Tt CUE T et
:mu“mww WRHM %Mmﬁ - - manm .E“m &nnm uauh ,m.mﬂma mmm“mﬁ mmﬂuuou M__Ma
242001 Gm.ﬂ_ »G.M..“ ¢zt - :m:.n %«om.w %.a mvuw.w mmm.wm mmw.. M #mw.mmﬂ Smw
EnS'99T  096°TT  G8StMST 198°C - uMm.n 688’1t  zZ1b's 650'tT TPl £98'oT =h'B T
20'8GT  96h°0T  9lS*lyT  94€'€ - 699 619°T  s62'0or =Tt €6n°9T  onl'St  €lo*és T
820°¢6T  9l8'6 arent 2 €18 ST1%¢ mm; 6180t 041’6 gft'at - Itg'ot 128 61

6l1* T£6°¢€ ‘T lso's 6209 1222t Bls'tt 9°69 261

£h9°46 oH1'S 161°06 sol'n  o4s'2 $6T'y  Ghe'z »mm; xs'2 16 65591 Ew.w 8¢61

: . X 9¢4*t GGl'e 0T0°TT  690°6T Inl® K61
»E.mo.n 5 mzm.Sa €96°2  #et's ﬂm.m #$9°2  oly’t Lz los*tt €002 02l 9¢61
895416 L'y 9ll*2% 965 $09%2 216* s’z T um't gen'e 620zt 998°st 162°3K GE6T
£q9° onl'y £16°63 - £69°1 slo*¢ 16962 log‘t £'2 2’21 Ges'st 206°9n T
mmo“mm _ nmmum umoHMn - W‘n oletz  swe'z Pt 9t'z 0%zt bl L% mmma
RN.& - ot nmu. ] - T €62't  nen'e TR0t e osl'zt  snsgt 926%gy 26t
nmn.m.n 819 m:..ad - % ] 4 %a.n 4801 £8T°¢ olé’lt 29202 03369 w61
onE'esT  Sog'l ™Ho"2{T - - - L' 190%1 sol*¢ olr’ee  ogé'te l20%6l  of6t
GEHMET  seR'l  Log'ont - - - | G 9  Gl'f  6w'ee 2z len'6s 66T
nnm” T el mmmn 1 - - & oﬂ..m #ls wwm.m 3R m*om.ma E.“.mm_ 8261
Chi‘ont$ £96°C $  29E°HETH - 3 - 3 - % O6n't$ 908 ¢ £€€°C 4 000°Ge$ 292°sm  un’fs ¢ Le6t
() (1D (on) . 0 (£ (2) .

™398 jeelp  eI1x

PoulL ‘ -wiescy  IepI0 UMK &oq
h o L u,-Auo . o_%m:om PR . ;\
SILHE oY ot D EET

SOUNSASY UOTSSTESURIT 3O o3 Feodmop :
s(ourTpReT) qdesderey Tv380J DU WOTH) WINysey

PEREN

STeIIeg 8803 U BoFSse 8193397 810339 3% TInd 98] .

e
m—n

-Approved For Release 2002/01/04 : CIA-RDP84-00499R000700100001-8




Q..w‘,mq ou.\aoaﬂ , . s | {

*004 0% ®qaodes TEnUUE pu® 21 *oN IepI0 904 oa_duo.n.ﬂdo Jo sesuodsey :eomog
. ] [ i

, -]
*? Rm 61 6oL - 866 et oyt 19 €65°T  Sov‘e ®s'L 61
S €€8°LT 094 76 307°s. €0t . . 09 29T 91£‘2 969°S 8761 S

=] 028‘ST - 059 826 . r6€°Ss 669 65 LT stz 6TE‘Y LYt S
S TeET e T ®e's e g7 66T Tz Iy 9%l B

| m £05°ST OLL €99 LEs‘9 LSS L8 €6Y'T - secfe - ause §761 s
o R ) : I - C ) - a ) AR : =4
=3 SLT'GT SSL 929 90¢£°9 m__m s oSt szt $59°¢E rret g

Tz STHET 756 e19 00T's 19 9 STYT ' 880°C . 689°¢ €761 3
@ S8€5ST 2T W9 fote 180°%€ . - TRT  evs‘T 'Y WL S
S 056°TT &LT'T 9 €56°T 910§ . - = 6611 S97°‘t (43 1 76T ot
3 685°TT 068 09 ess’t €59°Y - - oMt et s’z ot 3
a 808°IT | ZWL €09  0T5°T gty . - OYI‘T  YeL 169z 6661 2
o LT‘TT 019 609  LTS'T 9gesy ¢ - 2t 9sY 005‘2 8€6T <
< 0%6°01 9Ly 65 €M1 0857 - Z80°T ~ ss8T . 92T LE6T O
Q 66 . sse 95 025t Lty o= £50°1 9¢ . ‘e 9€61 i
3 769°s . 992 . -~ €S 207‘1 6wree . o~ SEOFT . - V¥ SRR 41 4 S
S K~ TN & 4 744 eTEcT 865°2 - 810°1 - 612 €61 S
S g8s’L . 062 9%79 g€e 1 oz . = . 96 - Toee.  €g6t S -
Q. SL 692 58 9SE‘T re6‘t . - €96 - 69z’  zeot o
@ 6€€'8 eee IT'T 6T 196°T R 77 - ®2T . TE6T &
K-S wue's oz see‘t 6L0°2 oz - 56 - e o6l o
e, €e6s 861 61¢°‘T 9612 gsofe = T8 - gEEfT T 66T m
5 L' - ez 6%7€°1 956°T gLt = .. zes - 2Lo‘e . g6t e
— 0664 ¢ 90z $ 65c°T$  zes‘ls 97°1$ - $ ' ‘™8 u = ¢ ez et T
3 6) (8 (& . ) @) 1) 8
m Ammwa : R TTY) ﬂmnwdml 4 A : ﬂ»mw.ﬂo IEe1 oy
o : _ OuT [ JepIQ . puszay epo) pesveT —uo.nsu.ooz peseey ~ . <
< : Leuoy o I . Jemyp

Qsﬁw JuIyaey7l ?H.:Hov Jo mmﬁnuoﬁv v . o nmoan QQ,UQ‘

6761 = L26T o T T _ _
: . SONUBA®Y UOTSSTWSUBIJUON JO no.mvﬂnomaou S e o S : .

$ (eupTpuvy) ydeaderey .ndpnom paw no.nnp Eounoa




b .
R.bP84-00499R0007001 00001-8

.n

* 80
Approved For Ré'ﬂaasé’ﬁ‘ooz’75'1'782 :p.dA

e

oL

08

06

ool

o1l

1634 . jstanos

0561
w61
214 18
A {19
or61
et

14424
wot

€F61
evet

0561 - Er6L
POMIOR JnoH Jod B9Svasey pesiwnby .
gogonpord Jogwredy #0150 TeI3WeD * .
Auwdwon qdexfetel uotup uwzesseN 09 ‘

1
1

1

_ ( *ao3yezoyaedex

. 943 JO UOT4RTTE3SUL 8I0F8q *°9°%)

. spoysew penuesm Aq pessoooxd weeq pey pweY
4343 JT ‘peTRUEY PROT eyj a0 pejIodes
4%y prRoa @CFFJ0 Y] JTMOC JeqEmu

9y3 eonpaxd yoTum oo Jojrxojaedas

| QoOve 3¢ SUOTINIROTEO UITII60 SOLTOCAN]
stul *motyexedo yYeukwm 2oOY Lepun poexynd
-8z Jeqwnu 9U3 S¥ DOJELS USIq $oswO T Uy
oavy sefuresw uoysonpoad eseyy endmoo 03
petn sPayipuey ofvssou pajenbe eyl ‘mostavd

~N0O JRZ_EISTq ® splaaxd o3 aepxo ul 30N

g B
Approved For Relasgerd9 G BhwRPP84-00499R000700100001-8

IJ-I7 S72 Ioeugoriy

3

S ¢ *e~d°d°d



Approved For Release 2002/01/04 : CIA-RDP84-00499R000700100001-8

T
g

Lre—

- -

[

£ T NY W

T INITIIL AE OIHIAITHO

T INOHIT 1L AG OTHINTIT

Sonvipy

 YFINISSIN AG CTUZAI 13T,

L R e R e
S I22r2 14 Arratecrnt

(Posonyag ewll of pofls L)

301AY3S 30 033dS NOILYNILS3A OL NI9INO

\

LIS~ HOLYHO R
T T T
@.v\mxo,u £ GiESE
P
boxg Aojey
331AY3S 30 033dS YILNID J9vSSIN
. ‘ -
A u.‘ﬂ i

- 1T Sf= Juewqonyyy

ool oy ‘o-nou:m .h.w..h tsoxnog -
3J1AY3S HdVY¥9313L 40 G33dS

S ¥ 2°d°0°q

Approved For Release 2002/01/04 : CIA-RDP84-00499R000700100001-8




|

1932

1033
1934
1935

1936

1937

1938

1939

1940 -

1941
1942

1943

1944
1945
1946

1947

1948

104 |

Approved For Re|eas53ppgogpab‘°cgppf§4‘90499Rooo7oo100001 -8

(1n dollars)

: Iy . »
o ° » °
\\‘ h :d
N e L
by
\\\ :‘
Yy
1 .
/ Y
. ‘ ’
:
|
1
N !
i A
i 2N
Tg I 'l
g 170 L S -
) = . 22
: S i
i [HVANELE
e s y” udg
2 JEe
T El [ ! B3]
St L, .E'Ag
) oe"v
\ nEY
A wg
B %'?5
' :' Fal
\ : X
; -
\ T
: g
\\ ‘\‘
.“‘
B i
l’L
\
\| |- ! :
3
g |
". )
)
N

- v N
Approved Fdf Release 2002/01704 : CIA-RDP84-60499R000700100001-8 )

Avorage Revenue Per Message
(4n dollars)



~ PuC.P.B. #5 _ . : , ) - Attachment 248 77— 4/

Revemus Frozm Interstate Toll Telephone Mesgsages of the &A. T. & T.
and Western Uniop (including Postal) Transaission Telegraph Messages
o : : 1827 - 194 "

% %
-
o - , ‘ , g
m m -~ _* ) oo ' b . o
o 00 C Lt \ . ] 500 ©
o : o
m B m
m. 450 450 m
=] —
R , 1 L“\ m
3 7 >
S 40 _ _ T / 400 3
m_ —— Note: Gross Revenues (before uncollectibles) - .alS -~ > S
< [ from telephone message tolls in whiob the Long . ‘ - 7 ~TT <
] — Linez Departmert of the A.T.&T. Co. have parti- Hﬁmﬁ% ] i %
W 350 cipsted. Does not 1lnclude toll message revenue B N _ - 3% QO
I "|E—. from calls handled without Long Lines partici- T @
<. — pation or from private line telephone, .\. <
mV. sco - - s\ m 300 C
- Fd :
wm | - , , 7 5 Am_..m
xm 250 4 : z 250 5
& — A 7 =
£ :
2. ' : : . s- elm
% 200 \ ~ 200 37
P - _ ! A 3
9 I 7 SO -
m R : ! e P —— Iy m
3 e~ ; T
== e e 10 5
. . » .
L // [ .n\s - : _.u_QI
ko] . N o s A
- — — : o ]
W 100 ~Jemeedeac ] , S p— - — 100 >
m \\\ ‘lll P N m
o ez R " S L el o
Q. = : ! Qo
< 5o : so <
0 - _ , ; 0
8§ & &8 8 &8 8 8 ¥ 8 8 & 88 8 ¢ ¢ ¢ @ ¥ ¢ ¢ & ¢ ¢
o ~ & ] 2] o m < <
A 2 8 2 2 8 & 2 2 a2 3 2 & &2 32 2 2 32 a2 &2 2 232 3
» : L
b ,,;, )




260
240
20

200

(in Millions)
ot
3

Number of Messages
-
3

20

Approved-For Release 2002/01/04 : CIA-RDP84-00499R000700100001-8

o

Attschment 2/ 777 -

‘PoCaPeBs a
Interstate Toll Telephone Messages of the A, T. & T, !
and Wegtern Union (imoluding Postal) Tranmiseion Telegraph Messages e \
| 1927 - 194 4
\ A
R
- ] g
i N o
] . N ="
d N e | 4
/ \ P B \\
— \ \\\l Illls\
, \ \\\ \ /
. 4 .
[ Wesfern Unior Transmfissiok /
Telegraph —ﬁnlno- /
4 \s
\
/
\!
[ 4
’
4
Interstate| Toll s..?
Telephone Messages Vi
\.‘
4
L
\\W
“\‘\ |
\\L ““ Y 0' \\‘\ e | | A,
=il i (OTNUN BT Note: Grois Revenues (Before uncollectibles)
from telephone message tolls in which the Long
: Lines Department of the A.T.4T,Co. have parti- |
. il cipated, Does not include toll message revenue
] v from oalls handled without Long Lines partici~
¥ pation or, from private line telsphong.
] : ,
5 § 8§ 88 8 %8 3 8 85 8 & % ¢§ ¥ 3 ¥ L OLT T O? oS
mnmmw_mwﬁmmmlm1mmmmmwmwwmm
, SCUreeT—FCe—{Rg81)

N - N

N

[v

-t

- ) »
&1A-RDP84200498R000¥00108001-8

Number of Muugit

(=)
N
0/04

(o)

Bprodd F& Rel@ase 802/

Q

(in Millions)




7

-.q.ﬂ.r..\ from Telegraph Operations of large Telephone Companies

PCRB™S et Attachment Z/FY 1<
, o ¥rivate Frlvate : A “Private Private
. _ ‘Private  1line w»ow. , _ , mﬂ”«. wum- _ ﬂ.w.
) 1line -tole= o~ ‘ : olo- o= :
®  Year Tote12/ Morse typoriter uE«oWHw otherd)  Year Tota12/ Morse typewriter photograph X  Otherd/
P e { ands of do : — {Percent 0f totzl)
0 ' ! . : L . . .
S w6 Sm.ﬂo $- % - 4 - i o ¢- 1926  100.0 - - - 0 -
w1937 18,006 - Y- L., 1 Y 127  100.0 - - - .0 -
m 1928 22,057 - - T ‘0 - 1928 1000 - - - 0 -
—m FRW NW.F@.& .-.u - - : @ - . P§ 100.0 - - - . 0 -
S 193 27,034 = - - 0 - 1930 100.0 - - - 0 -
X 190 2522 - - - - 1931 100.0 - - - , - )
S 19k 2,798 - - - . - 1952 100.0 - - - 2.4 -
¥ 1933 2,018 - - - ‘ Wm - pmww 100.0 - - - _rm -
N m b L a1 gN - . . - A < , . N.. - 19 100.0 - ] - - PQ. -
< PP o ._ . .
1 20,684 6,8 150 a - 1935 10040 3340 L6, . 2. 1.4
& uw »fpmm umwm uw"ww.w 467 W@w 120 W2 1000 ae  mk . H.w 234 5
0 1937 26,178 m. 1 11,5 Y 7R 353 11937  '100.0 26.6 Y2 1.8 25.9 1.5
X 15s mu.%m m. 3 10,755 ..wm 6,824 97 11938 100.0 2249 4.9 . 2e1 28.5 1.6
m 1939 23, S 10,155 o 7,789 39 - 1939 1000 195 233 240 2.7 1.9
T 23,34 630 = 10,326 3" -g 0 W 1940 10040 15.6 .2 2.0 6.2 240
. pw__m nw”% w”% E“wmm :.3 10,183 mm 1191 100.0 Hm.u W46 1.9 wo.w 2.0
2 19w m.mwu 2,206 © 16,466 47 16,255 m_.m 1942 100.0 6ed 45.8 p.m y5.2 1.5
o 1% 1,007 p.ﬂw 15,724 W2 23,185 © 1943 100.0 3e2 8.0 1.0 mm.u I P 1
SRR k1,693 1, 18,826 366 20,612 uss - 194k 100.0 Jelt 5el 9 1945 1.1
L 40,88 1 21 66 16,82 1 100.0 .8 . . N2 1.2
o 1 Beos LBs ey m e 37 198 1000 bk B 12 381 1.5
w1947 - 35,876 1,285 19,601 - T16 13,751 57 1947  100.0 3.6 5446 2.2 383 1.3
S 19ue 1,830 1,081 22,766 - 1,182 15,323 U8 1948  100.0 2.6 TR TR 2.8 39.0 1.2
M © 1949 u6,219 879 25,562 . 1,369 17,965  ulh 1949 190.0. 1.9 55e3 340 3849 0.9
_m . w\ .wu.qoﬂﬂau differ from those ghown for toll ouuwu.mﬂu operetione of ,e&.obu.oso corponles w.u.bnrwu . orimrrily dee %o Inclusion af rovenus
- for locel telegraph service end revemue of other compenies in c.m.a»«»ou to those of the Bell mMnnaB Cincinn- n» Subarben 3ell Tplephons
M Company end moon«wou.u Yew England Telephons Compeny. u
2/ Co £ totel revenus figures: i
m _.l\ Nmm.mmmwo mu._.dwa- line rovemuss of Bell System, Cincinnetl Suburban Bell Telephone Comprny ond Southern few H.ﬂ.gp Telemione Counnaye
W Hmuwlu.mu:. wow.wqﬂao line and ™WX revenue of Bell Systenm, ngongﬁ mﬁ.w&épu Ball .m»oésuo Company, -~ad Souil 19 ev ..H. 1 ald ‘elenione
Tpanye
<

Hmumrumum Bell cnd other Clogs A and B carrlers revorting to uﬂn.
m\ Includes message telegrsm service rad u»uooﬂ rneous private rnd non-privets line nmdﬂé.m.
4/ ZLoss than 0.1 per cemt. - . .
Source: Responses of Bell System eou.owwouo Compenies to :ou.omu.mww E.&b»ou Order Yo. 12 ond annusl reports of Cl-ss A rnd B Telantone Jarriers
‘%o the Federal Commumnications Commission. o 2
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v LAND LINE SYSTEM

P.CoP.B, £ 5

o_m.h.,cmlmtjoz OF OFFICES AND PUBLIC MESSAGE REVENUE

ACCORDING TO CLASS OF OFFICE

Attachment TP I L

AND AMOUNT OF PUBLIC MESSAGE REVENUE REPORTED IN JANUARY 1950
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, STATISTICS —1949 5»91."5;_;..%« ZT- M
DOMESTIC CONTINENTAL UNITED STATES FEDERAL GOVERNMENT AGENCY OPERATION REVISED 1/3/51)
OF LEASED WIRE TELETYPE LINES — ESTIMATED AVERAGE FIGURES ©
M —
aw A . COST OF ESTIMATED NUMBER AMNNUAL NUMBER WORDS ANMNUA OST [
m - ’ . . . MILES OF LEASED LINES ORIGINATED (] WORDS Ibzo_mND ..mw%“ ._.mbzw__”‘»amc A_.NDNMIGMW <_.>
' ROS FOR OTHER GOV~
m ' mmommb_l Oo<mngm24 bONZO* LEASED LINES moc.o_.h_vwmz._. ,=a><“‘0m_s_._:_.m0 ERNMENT AGENCES SERVICE WESTERN UNION imm._.m_ﬂm(_z_oz
o . } ' ; 1 1] m v v Vi vl
g « =
S.. , , : | S
* GEPT. OF AGRICULTURE ; : 17,630|$ 244,036 45,705,272| NONE  |§  2,400| 5,412,367|$ 175,03
- FEPT OF THE AR FORCE (WEATHER) . ,. 80,497| 2,905,958 @ @ NONE NONE NOBE
BEPT. OF THE AR FORCE (OTHER THAN WEATHER) 33000| 588,000 460,000,000 6,000,000 70,028] = , _wm_e 943
T 4
BEPT. OF THE ARMY _23423] 429,958] 330,816 mmm.u. 43,500,000 162,326 (3 15289080
__DEPT OF COMMERCE (CIVIL AERONAUTICS ADMIN) - WEATHER 77,610] 1,646,12310,587,960,000 2) NONE NONE zom. |
_ BRPT OF COMMERCE (CIVIL AERON. ADMIN)— OTHER THAM WEATHER 31,770 695,772 4,317,800,000 25,000 ' 600 47400 21400
PEPT OF COMMERCE (WEATHER BUREAU) . ~6,279]  116,280] 100,000,000] NONE . 55,280 4450866 198,75 1
_ GENERAL SERVICES ADMINISTRATION . 14,392] 246088 4,882,034 23,762,639 29,228| 7,063564] 167311
— - 8
; CEPT OF THE NAVY . _ 12,609 44s,157| 373697,016] 254,760 66,840 @ 116,699
VETERAN'S ADMINISTRATION o ' 8,658] 225000 38,729,040] 270,000 125536] 9,215080] ' 16@912
§THER FEDERAL GOVERNMENT _AGENCIES . 20,063 §10,505] 87,753,000] 1,876,304] 311,795 7,861,382] 25a633
®T1ALS _ 325,931 [$8,053,877(16,347,342,986|75,688,703 [$ 824,033(34,050,659[$ 1,715 60
STALS LESS WEATHER FIGURES o : 167,824 § 3,501,796 5,759,382,986|75,688,703 [$ 824,033 [34,050,659 [$ 1,715¥60
BRAND TOTAL LEASED LINE WORDS B . 5,835,071,689 g
3 — , — : : —8—
bzoﬂmm. {l) FIGURES SHOWN DO NOT INCLUDE mmrb*mo WORDS. ) [+}] O._.Imm FEDERAL GOVERNMENT AGENCIES, WHICH ARE IMmFMn,_'MU IN THESE FIGURES: M
Q * FEDERAL COMMUNICATIONS COMMISSION
. ! {2) NO EST MAQE CAUSE OF THE SPEC LIZED >ﬂcmm OF THE SERVICES . ;
@ o EsTre TRaneuission. | oD N ) DEATTMENT OF TE WTERIOR _ 5
I/ o FcUREs WoT avAiLaBLE. , , 4 MEDIATION. AND CONGILIATION SERVICES o
° (4) THESE FIGURES mmn_.mnq SOME TRANSMISSION BY RADIO, EXACT PERCENTAGE NOT FEoehL oK N g
.WW AVAILABLE. : , NATIONAL MEDIATION BOARD m.
e (%) THIS FIGURE NOT REFLECTED IN TOTALS BECAUSE OF SPECIALIZED NATURE HOUSING EXPEDITER .
s " oF mmhsnmm AND FORMS OF TRANSMISSION, . s wﬁn.wmmw .mwmmw:uwhu_m_u“_zm OFFICE AD.
A {6) INDICATES zc!mmz OF WORDS TRANSMITTED ON A PRORATE BASIS, DER INTERSTATE COMMERCE COMMISSION
PC.__-IOI_AJ. OF vcmr_n LAW 413 _mzmp.b Nw._._._ noznmmww smocmccﬂ-_czm 14, 1946, WMMMMM“IMMMMN“MEMJMJMN CORPORATION
DEPARTMENT OF JUSTICE ,
n DoES Mot _um__”u,mmmiuw».ﬁ‘mh .H._u.um.»zm:_wm_ozm BUT OTHERWISE INCLUDES WORDS RroMIC ENERGY COMMISSION

CIVIL AERONAUTICS BOARD
—mu MIOSZ FOR WASHINGTON AREA ONLY — OTHER ﬂ_ncxmw NOT AVAILABLE.
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CHAPTER Ivl \
UNITED STATES TELECOMUUNICATIONS ABROAD
Electrical communications that rival the domestic systems in
speed connect the United States with points all over the world,
Commercial networks span the globe with messages, conversations, and
pictures that give direction to the nation's foféign £radé.‘:iﬂferna4
tional radio facilities built up by the Federal Government handle a
heavy volume of communicatiohg for the conduct of defense and diplomacy.
Long~-range broad¢ast1ng undervthe supervision of the Department of State
is one of the country's esgential international activities under current
world coﬁditions. Commercial and government interests particiﬁate in
operation of international telecommunications fér protection of life
at sea and in the aif.

Al

All but the cable,systems'are directly concerned with the demand

‘for radio frequencies discussed.in Chapter II of this repbrt. Mother

| problem affecting international telecommunications of the United States

~ arises from economic and other difficulties of the companies engaged

in cable and radiotelegraph service,

The cable companics have bgen burdened with a heavy investment in

. plant, Intenée_cbmpetition with each other and from radio has held

~ down profits, Development of radio in the international field has

. addedhcircuits faster than traffic has grown. The American companies

‘often have found themselves at a disadvantage in negotiations with

the monopolies of government-controlled companies of other countriess

"' fThe result has been an intermittent demand for legislation that

it

o | | RESTRICTED
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WOuid permit the mergéf of sbme or all of the American combanies

gelling cable and radiotelegraph -gervices. | e
Many agencies of the Government from time to time have supported

the merger idea, but for the most part Congressional policy has been

opposed to such action.' The Communications Act of 1934 calls for a

.-competitive structure ‘among the international record communication

companies, . Officials with a primary responsibility,;gr-qgtional
security are pager that as many international circuits as possible
are kept in operatlon._

To supplement other information available on the economics of
the merger. questlon, the President!s Communications Policy Board re=..
tained the englneering firm of Ford, Bacon & Davis to make & special

survey of the record communications industry. These consultants

found that, while savings from merger in the international field might

meke possible reductions in rates, of a group of big customers of
the cable and radiotelegraph companieé most were oppoSed to consoli~-

dations on the “ground that poorer gervice might result. 'The engineers ”

_  concluded, moreover, that ‘the companlies now have good chances of

operating at a profite

The staff of the Board, in its over-all study of United States
- oversgeas telecommunications, has amﬁssed‘a great deal of statistical
infogﬁatlon about the international telecommunications networks, both
government and non—government. Although this 1nformation has been

tabuld%ed and a substantial amount of it analyzed, the analys;s of

/

» RESTRIGTED
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_.the government networks has not been éompleted.

- Much of the:information relating to overseas-telecommunicgtions
of tthEederal Governmgnt‘hgs to do with opefations of the érmed
forces, Whep the President on becember 16, 1950, proclaimed a
state‘of nationgl_emergency, the Board decided-that gecurity re~
qdiigments would prevent inclusion of material of this nature in a
publicvreport.‘ The material therefore was clgssified agd remains'
in the files of the Board, _

Development of Commercial Systems

Cables

American companies entered the internabional communicetions

field in 1881 when a cable was laid botween Canso, Nova Scotia,

. and Penzance, England, and leased to the Western Union Telegraph '

Company for operation.

. British companies already had been operating across the

. Atlantic for some time'and later pionéered-also in serviqe7to
{a‘Latin American cougtfies dnd across the Paclfic, In‘the Atlantic
. service, a Br?tish monopoly prevented companies of other countries
_lfrom landiﬁg their lines et Newfoundland and.it_became necessary |

for companies wishing relays there to lesse lines from the British

interestse

b Operation of the transoceanic cables originally involved re=

laying messages manpélly at'atatibns located at several points

elods tho cable route!:;InfiSQS cable rélays were developed to
| ' "  RESTRICTED | |
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permit autometic operation, BecauSG_of the characteristics of

.cable transmission, however, direct gervice was not possible
over long routes that involvcd Beveral relays. In 1921 regeherators

 wore dcvoloped to allow operation of cable circuits direct from the Uhitea

“.States to Europe, thus speeding up the service and decreesing the cost o
of operation, 7
Another 1mprovcment came in 1923 when, in order to lncrease _“i,',;;'

its traffic-carrying capacity, the Commercial Cable_Company,.an

Lfi'Amcrican organlization, laid a lime;with a copper conductor double
"'?{iirejthe size of previous conductors, The following year the Bell |
. H?1~System announced development of a high permeability alloy end
btj;; N ﬂii“? Western Union 1aio a cable in which the conductor was wrapped with
| B tape made of the new “permelloy." This cable has e capacity inA -
: ;ﬁjiiféﬂ'Ff;fiexcess of 300 words a minute, while the Commercial company's 1923
'-;L}}ffitltcf:fﬁ,:line hes a capacity of 200 worda a minute and the’ capacity of the

fiearlier cables 1e much lowers o "' o S

e

' Descriptions of the American gable systems in operation

today are included in the discussion of the "Economic OuthOk

: T:V_for«U. S. Cable and Radiotelegraph Gompaniea.":f :i:‘

Transoceanic communication by radio was established on a
firm basis pricr to World Wcr I, after most earlier attempts had ”ﬂ

ket with only sporadic success because of lack of efficient

ﬁ;.‘-i',,,_REsTRIcTED S
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transmitting and recsiving equipment. One roason for this
situation was that each equipment4manufacturer did not have
available patented devices controlied-by others, _As a result,
Unrted States radio-communication'companiee hedﬁcccrfhe& their
operatione primarily to ship-shore servica., . |

Upon the American declaratioc cf war in 1917, the U. S,

Navy assumed'opéraiien of el; of the country's high-powered

"time control, the Government combined the patents and sclentific

- pesources of all electrical manufacturers. These included use. of

. the Alexanderson alternator and the DeForest tube, which offered

e solution‘to'the-problem of efficiently’generetihg and receiving

 ——

'kcontiﬁﬁouenelectricel_waves. _By'the'combining of various other

PR}
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. inventions, new devices were developed out of which came practical
¥‘§‘radio transmitters and receivers satiefectory for wartime purposess
R ”iThus the Navy carried on transoceanic communlcations during the .

mfgkawar’ wmth powerful statrons on the A&lantio and Pacific coasts

operatlng on low frequencies (Long waves).

Mter the war, the Government fostered the organization of the

Radlo Corporation of America (RCA) in 1919 to golve the” patentinngle end

n . A
R P T %

[
i

. RESTRIGTED -

' £ ] L TSR S L e e T T L e s s e e

.

¢
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incorporation, an attempt to obtain exclusive rights to the
Alexanderson gencrator had been made by the British Marconi Compgny

and negotiations with General Electric had been practically completed

'WhéﬁftheeNavy Department indicated its objection to the ownership of

thls and other American radlo patents by a forelgn interest, As soon

as RCA was organized, it purchased the assets and patent rights held

- by the American Marconi Company controlled by British interests, In
VJ-1920, RCA entered into exclusive -cross~licensing agreements whereby

it obtained rights to the use of other important patents, including

\

the DeForest tube, | ’
With these rights, the company quickly established direct redior ...

telegraph ocircuits to England, Hawail, Japan, Norway, France, and

“ Germany. Serv1ce was inaugurated to Ttaly in 1921 and two years later

"o Poland, - After the‘advent of 1ong-dlstance hlgh-frequency trans=

T

Y

' '??m1551ons in 1927, circuits were established to Java, French Indo~0h1na, -

i E the Phllxppinee, and Hong Kong.

48 thesa services grev, RGA established two subsidiarieg==

-?ffigﬁadiomarine Corporation of‘Amerlca and ' RCA Communications, Inc, (RCAC)

'ﬁjh-to“condueh the business fwhiph proviously had been operated by

“k;} company departments.lhRCAC confines its operétiens largely toApoint-to;_‘
ﬁ?}point service'betweeni1and-stations,'and Radiomerine handles service

‘toﬂand'fro}n ships aluiost: exolusively. By 1939 ROAC had establiched’

.f;"i;'sz international radiotelegraph clrcuits,g d.byii950_1§ yas;opefet;ns o

- 69 such cxrcuits. ﬂ~jl/ e

w0 0 FESTRICTED
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After World War I, other.radiotelegraph carriers also became

el

.-

’active in the international field., By 1926 the Tropical Radio
Telegraph Company had established 12 direct radiotelegraph
circuits to the.West'Indies, Central America, and South America,
~and by 1950 the number had grown to 24, | |
" The Interhational' Tolephone and Telegraph Company in 1929
ll?‘acquired the Poatal Telegraph and Cable Corporation and, from its
iv_international divigsion, organized the Mackay Radio & Telograph Company

to challenge RCAG's monopoly in the worldwide radiotelegraph service.

| By 1933 Mackay had establiehed 10 circuits and in 1950 had 35 in
o operation. ' '
'ilV~ify fﬁfi”ﬁﬁl ', Government policy was to-grant transoceanic frequencies only

on g publio utility basis, and not for private use. 48 & result, -

il\f;ithe Robert Dollar Steamship.Company organized Globe Wireless, de.,
;fand the Firestons Tire & Rubber Company created the United States-

yi7i:Liberia Radio Gorporation to meet their special requirements, al-

ﬁ:‘though the facilities were made available to any customers.v Those _'
x systems and that of the South Porto Rico Sugar Gompany offor
'él“lf§7fl“ffypublic service only to a limited ‘number of points.

hen the Federal Communications Gommission was organized in

' ':°7 1934, its initial practice was to deny applications for circuits
toﬁcountriee already served by other-American radiotelegraph cerriers,

With the outbreak of" Wbrld War II in 1939, however, the Gommission generally

N e . ", —.’["," - "-' L ' ,; . AN - N i to ”l'l . " cote T o
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- granted applications for new circuits, regardless of whether other B

~carriers already were operating to the points concerned.

In January 1942, the Defense Communications Board (later
succeeded by tﬁe Board of War Communications)fadopted a8 a wartime
measure a policy encouraging;establishment‘of parallel circuits from
the ﬁnited States to overseas points, to be operated by two merican

companies, Where posgible, different locatiohs were to be used in the

-f:..country with which parallel circuits were set up, -In April of that

'and soon thereafter similar facillties were installed by the

;‘Lf year, the policy was amended so that, if parallel circuits could not
'irbe egtablished because of lack of suitable equipment, every effort
- would be made to gstablish duplicate circuits to allow two or more

American companies to communicate with the same point abroad,

Under these policies, the Mackay company established circuits

- 'to Russia, Italy, Eire, and Greenland between 1939 and 1942, and after

”f@f@that time seot up communications with 12 more countries,

Pregs Radioge.=-The value of international radlio communication

leLfor the expeditious handling of news was recognized early by Amerioan ;

?'J‘press associations and newspapers.

Soon after Marconi's original experiments, the New York g_~g;g

" set up a radio station in New York Harbor to gather news from ships
*txat<sea and to send out daily news summaries to.them. 'ThlS gtation
\f5?coﬁ%inued in operation until World War. I. “After the war, the New York

: Times eétablished its own station to communicate with European ststions,

.~«RESTRIGTED
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Associated Press, the International News Service, and .the Chicago

Tribune, '

As the demand for‘frequencies grew, the Fedoeral Radio Commission
,‘, in 1929 entered an order calling for the formation of a -single public
utility to serve all the American pross, This action led to the
’ 'orgunizaticn of Press Wireless;xlnc;--Although it was established to

serve the press exclusively, the company's charter does not limit

holdlng of stock to press interests, and 1ts corporate powers extend

' _ to and include the operatlcn of fixed public service as a commun~
¢ ications common carrier.f By 1936 Press Wireless had established six

.international radiotelegraph clrcuits, and in 1950 was operating 17 ‘:"

u‘e newspapers and press associationg, the company handles multlple-

addresped press material and program and radiophoto services.,’ '

Ragio elephone ;

1

Experiments in the fleld of radlotolephony were bogun in 1915

‘ by the Unlted States Government, in conjunctlon with the Amerlcan

Telephonevand‘Telegraph Company. Mausagea ware aent from the naval

ag San FranClsco, Honolulu, and Paris. Interrupted by World War I,

T e e,

tests were continued after the war,

b Speecl’r was transmitted to Englénd An 1923, and by the end of

1926 successful test operations were being conducted between New York

and tondon. Tnelfiret‘internat;onal ra@iotelephone ciyquit;f024:~
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general use was eetablished between those cities by . A«T,& Te in
January 1927, Soon afterward service was extended beyond the
7-;terminals of the radio circuit, by means of wire lines, to all of‘,
- Great Britain and the United States. Cuba and a part of Canada
were added for service by'the"énd of 1927 and the follbwing'yearj“»u~‘
E "sertice was extended to many countries of Western Enrope, utilizing
*'A' ’ - the extensive wire telephone network connecting London with the
R Continent.
By the end of 1933 traneatlantlc gervice was in operation for

.
sz

' moet of North America and the principal countries of Western nurope..

S oo -—w‘.r.

Vo Ten dlrect radlotelephone circuits had been established. In eerteln
g-nﬁcaaeg,‘a_dlrect circult was provided to"aldlstant term;nal; in many

:‘fothers, the establishment of direct service with several countries

}7]' was prov1ded on a so-called "forked" clrcuit baeis, in stlll others,
, ’)AT:ﬁ}f5fﬂ;:_elther of these two types of radio channels was used in connection
 with llne wire extensions to countries. beyond the distant radio

clrouit terminals, o B ”.m | ;'.“;'”-

Y — . . o X T — . - o - - _"\._m-“. pee pamn

T

‘fitm?%;ifﬂ " Overseas circuits radiattng from the United States ‘were centered

(8t three main focal points: New York, Miami, and San Francisco. By_

J "ﬁie”: 1936 the A.T.& T, hed esteblished 27 direct radlotelephone circuits,

PR

Flfty—seven such 01r0u1ts were in operation in 1950. - i;~f¢*
S éeﬁ+k{? ‘ The Radio Gorporatlon of Porto Rico also engages in limited

‘ v internatlonal radlotelephone service, operatlng the San Juan ‘terminal

1 'f‘lt: L of the A.T.& T, clrcuit between the United\States and Puerto Rlco.‘
IR ‘f'ilw*lfﬁ'.;”w37"ﬁ5ff7”5&%;;1 RESTRICTnD ffpﬂ;.nn,uf_;.
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The Honolulu end of the ﬂ.S.-Hawaii radiotolephone circuit is

oporated by the Mutual Telephone Company of Hawaii, Its radiotele-
phone transmitters and receivers in turn are operated by RCAC under

a lease agreement with the Mutual company.

Regulation of Commercial Systemg

" Under the Communications Act ofil934, as amended, the Federal
Communications Oommission is charged with regulating, among other
f thlngs, international communications by telephone and telegraph,
- whether wire, ocean cable, or radiobroadcast and other forms of redio
' 4‘1 services, These ﬁunctions do not, however,,inolude control of fa01l-

i

L itiés operafedvby the Federal Government.

‘1J£;1iiﬁ' ?5¥j? Among the provialons of the Act are those -affecting common carriera
' }_and reflecting Congressional pollcy that the public interest in

';?‘adequate public communicatlons gervice and reaaonable rates is to be

: 'ﬂf%}‘protected and promoted by Federal regulation.

,~.;;;fﬂf " The Commission's responsibilities 'in the ;ntérnational common

"\ earrier fleld require it to bo activé in the area of foreign relations

; ff;‘ae thay pertaln to that field.
| . The Unlted ‘States is a member of the International Telecommunlcatlonsz"k

"ngnion. As such it partlcipates in the nogotiations stemming from the

!

\I,giUnlqn thattrelate to 1ntprnational\telephone ah@;telegraph questions.
‘“'* ff Additionally, there are other bilatéral'dnd multilateral agreements

* f?f*ffffﬂ on*the subject in which the UnLted States is concerned. Because the
L 1 "."\”‘*’

,,:?’;7Commission has large responsibilitles in the field as indicated above, -

:{fi?i,it must be alart to the effects of such 1nternational negotiations
S
€%§ a0 ,9;1i«upon the public 1nterest convenience, and neceaaity aa related to

. [N

. . - ; . S v ew- . .
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‘nbn-Federal Government international communications,

Among the regulatory interests of the Federal Communications

Commission in this field are merger, circuit arrangements, frequency

4

management, equipment and operating Eechhiques, processing of appli-'

caﬁions, conference preparation and negotiation; rate schedules,

. acceptance and delivery practices, distribution of”traffic; records,

~and finance,

One‘aignificant matter (Docket,No.'8777) has been pending for some

h:‘time. This case graw out of applicatidhs involving the question of

‘ whether and to what axtent the Commission will authorize a second direct

' radiotelegraph circuit to countries already sorved dlrectly by one
“'i;carrier. This question containg many facets relating to merger, frequency

\”';éutilization, national defensa, and competition between American carriers.

Adequate regulation,'however,~has been}somewha@”pggpered in.recent o

;_years because of budgetary limitations,

! Development of U, S, Government Systems
Apart from the facllities established during World War I and some

f}minor systems operated between the wars to maintain communication w1th

f5overseas mllitary bases, ships at sea, ‘and aireralt over the sea, the

: communication,facilities of ity own until the beginm.ng of World War II‘.\‘ -

Rsspohding'to the rcquirementq of global operations, the Army

iJ(including ‘the Ar Foree) “and the Navy then created new worldwide

» " net¥orks for communicutions. Oertaln non—military agencles’ of the
E_iGovernment also established more limited systems, In the early years;L o

vyl;”{of the war, these agopcies leased sone commercial radlo and cable .:ek,;f;;;’i

. :ffifacilities until thoy could install their own equipment and operate‘:;;ff? ‘e
E H;*it Certuin of these leaaed facilities, however, were continued_ . '

N
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throughout the war period and some of them are still in leased use
- todaye .
Many of the overseas facilities installed by the Government for

war use also have been continued in operation, Some of course were

C o~y

tention of many facilities which otherwise might have been curtailed

or eliminated, as well as the installation of additional. ones,

Department_of Defense

- Following unification of the armed forces in 1947, a Joint
Gommunioations-Electronios Committee was establishedjg§<an agency of
the Joint Chiefs of Staff in the Department of Defense to coordinate

’f/“ ;telecoohunications activities of the several services and to provide
- liaison with Government departments and with other public and private
N ‘agencies having:inte;ests'in'the field, As a result of the committee's

~work, the Department of Defense has established principles for the

integration of telecommunicatlons functions among commands and

services, J

4As the Géneral Services Administration has nanagerial respon-
_“_eioigéties for Government telecommuoications eetticee specified under
Publié;L§%;I§2;'the GSA and the Department of Defense have agreed on
areas of understanding on the procurement of telecommunications

fagillules in order "to obtaln the maximum economy consistent with

the requirements of,eervioe."
\ l
'RESTRICTED
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Us_8e Army.--Before the turn of the century, the irmy was
devoting atteﬁtion to wireless telegraphy with a view to adapting
it for military purposes. These tests led to the installation of

four radio stations in 1900 and within the next eight years the
Army was operating 17 stations in the UnitedjStatea,~1&aska;;0uba,_-wri~w:-- -
and the Philippines, plus radio stations on five Army transports. N
By the time of the United States entry into World War I, the

Army radio network had expanded to 51 stations in the United States /

~and 10-overseas, and 53 Army vessols also had been equipped Wlth

radio,

The Army radio net was officially organized iﬂ January 1922,

In June of that year, 218,000 words were handled over this system,
Because of budgetary difficulties, the Army's use of telecommunication
facilities grew little until the limited national emergency was
declared by the President in 1939, At that time, the Army radio net
connected Washington with the/Corps Area Headquarters in the United
States and its overseas Department Headquarters suc@ asg the Philip—v
pines, Hawall, Puerto Rico, and Panama. This net then handled about
5,000 fiessages & day.

‘During the early months of World War II, the Army leaned heavily
upon the commercial facilities of Western Union, Mackay, A«Te& To, ‘and
RCKC, But commercial facilities did not completely f£ill the bill,
Direct circuits and greater security were required. In the circum-
stadces, the Army and the Air Corps drew plans to build worldwide |
communications to serve. the armed forces.‘

RESTRICTED
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The plan comprehended a "pipe-line" around the world, The
first leg put in on the "pipe~line" was from Washington to Asmara,
Eritrea, on a multi-channel teleprinter basis. By early 1943 an
around-the-world belt line had been completed, extending from Asmara
to New Delhi, from New Delhi to Brisbane, from Brisbane to San
Francigeo, and thence on to Washington, The network's message volume
reached S0,00d”a da& in March 1943,

Before V-E day, the Army Communications Service had been extended
into an unprecedented global system, employing the most modern equip-
ment and operating techniques known to U, S, telecdmmuﬁicatioﬁs
experts, and providing instant communications to all overseas forces
and missions and éllied countries. By January 1, 1949, this network
had been conﬁracted and rearranged, but 14 overseas trunk circuits
were still in operation., The Army, in additidn,-ﬁtilizes the services
of the lnternational carriers to locations where it has not been
necessary to establish Army facilities., The Army also handles radio

traffic for some of the other Government agencies when spare circuit

capacity is available,

Up S, Navy.~=Radio communications on an operating basis were

established by the U, S, Navy as early as 1903 for the purpose of

: conunicating rapidly between ship and shore and between ships,

%
Later, radio communication facilities also were provided between

shore establishments both at home and abroad, As the Navy grew and
SN : -
the communications art developed, the Navy's communication system

became larger and more complex,
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Before 1§46 the Navy operated several point-to=point multi=-
stétion radio telegraph circuits and one Morse wire circuit within
the continental Unjted States. In 1941, howover, the Morse circuit
was converﬁed to._private teleﬁ&pehriter oparatlon, ThiQ conversion
marked the commencement of the transition from radio to landline
for intracontinental circuits.

Today, with the far-flung interests and missions of the Navy,
its communication system meets the requirements for essontial cone
tinuous, and immediate communication botwsen Nevy air, surface, and
gub=surface operating forces_wherever they may bé'and between those
forces and Navy shore establishments,

The stated mission of the Naval Communication Service "ig to

provide and maintain an adequate and secure communication system

" for the Navy, based on war requirements; and to ensure operation

thereof to best meet the requirements of the operating forces and

the shore establishment, wherever located, primarily to serve command

and to facilitate administration,"
To implement this mission the Navy provides facilities at

strategic locations, These are classified as primary, major,

: aqg.minbrW¢ommunication centers, and tributary offices, The six

- primary communication centers are strategically located to furnish,

N B .
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as far as practicable, complete radio communication coverags
for the major portions of the ocean areas of the world, Major
centers provide more limited area coverage, Minor centers pro=
vide fleet communication support as may be required, Tributary
offices are served from the primary, major, and minor communication
centers,
Certain channels of the radio trunk circuits, particularly.

~overseus circuits, combine with nearly all of the landline
circuits of the Navy to form the Navai Teletypewriter System (NTX),
wpich employs the tape-relay method of distributing traffie,

| Navy poinﬁ—to-point radio trunk circults are integrated with
continental point-to-point mire circuitss Many of these circuits
were designed and established about 1910 for manual telegraph
operatlon. As the demand for greater gpeed and capacity increased,
these and newer circuits were converted to automatic operation in
a progresgive transition from Wheatstone and single channel radio-
telebypewriter to duplex, multiplex, and finally single-31deband

teletypewriter multi-channel operation,

AN

Uy S, Alr Force.-=The nesd for an airways communication

o s&gtem capable of supporting military operationé under all weather

.conditlons=wa5;broughp home to the Alr Corps 1m4i934 when a
RESTRICTED ~ -~
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flight of new bombing planes was sent on maneuvers across the
United States, 4ll that was available ét the time was a series
of radio ranges and rotating light beacons operated by the
Department of Commerce, Communication between the groundiand
aircraft was restricted for the most part to short-range voice
contacts ﬁith the range stations. Messages from point of de=
parture to point of intended arrival were sent by Western Union,
It fook four yeafs to get funds and assemble equipment to B

neke the beginnings of what is now the Airﬁays'and Air Communi;
cations Service (AACS), At its inceptlion, AACS established 33

 gtations consisting of a combination of control towers, ground-

alr, point-to-point, and fﬁdio range facilities. A personnel

- total of 3 officers and 300 enlisted men was authorized,

From 1938 to 1941, the East and South were fairly well covered,

© while most of the Middle West and North West had little coverage.
g,Existing installations servicad practically all the permanent

1 Air Corps atations of that day.

Operations outside the U, S, were begun in April 1941, when

an AACS party was sent to Newfoundland to start work at Gander

:Lake. From this- beginning grew the extensive wartime ferry routes

towEngland, over the North Atlantlc and later to Africa through

' the Azores,
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Approved For Release 2002/01/04 : CIA-RDP84-00499R000700100001-8




RN

Approved For Release 2002/01/04 : CIA-RDP84-00499R000700100001-8

175,

During all of 1942 the AACS was fully occupied in building up
ferry routes to all overséas thaategg and iﬂ developing its plans
for further oxpansion, The leased bases in the Antilles were manned
for antlesubmarine operations and also as way étations‘on a South
Atlantic route to India through Central Africa, In the P;éifio, the
' pre~war air route to Manila through Midway and Wake was closed off
by the enemy and was replaced in early 1?42 by a South Pacific route
‘through Fiji and New Caledonia to Aust;alia. In Alaska and Western
Canada a'ferry.route to Siberia and an alrway along the Aleutianqr‘"
were developed,
fhe years 1943 and71944 were spent improving the routes started
in 1942 and in bullding newlatatiohs as offensive plans proceededs
" Operations in sﬁpport of the Air Transport Command's f£lights over
the "Hump" in Southeast Asia were perhaps the most spectacular, but
concurrently a number of stations were established in China for the
'14th Air Porce and later for the early raids of the B-29's from
~ China Bgsés. -
In the spring of 1945, communications had to be provided for
the air p6Wer assemﬁled at Okinawa fo¥ the‘prOjected asssult onVJaﬁan.

 ;In France, the Lowlands, and Germany, the Allied offensives secured

- new airdromes which had to be tied into the airways system.

,ﬁ Mbanwhire,7%hé.gréatAincrease in the air establishment at home
called for more installatiohs, but naturally the overseas areas had

_ £irdt priority, Therefore, not until after. the war could AACS

o msmem
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1naugufate its plaﬁned Miiiﬁary fiiéht Service Communications-Systena
This is a network of stratogically located stations which primarily
furnish point-to-point and ground-air facilitlies, but also provide
‘aids to navigation such as control.tcners, radio rangesz, directlon
finders, ground. controlled approach units and instrument landing
systems, This plan was drawn up to complement the communications of
CAA, o

Since the end of hostilitles AACS has devoted itself to improving
2‘&1ts_sefyice. Facsimile is rapidly taking the load off the pointeto=
point ra&iotélétyﬁeAéiréuitérwhich transmit weather data, Multle
channel equipment is being 1nstalled as rapidly as possible., 4
global system of communications is in process of devalopment. y

AACS has participated ln all the major Air Force operatlons :
“since World War II, It supplied all ths alrways communicatlons and,
-navigational alds for the Berlin Airlift, It took part in large-
geale joint service maneuvers, It supplied communiqations to the

' Lucky Lady II on its round the world non-stop flight. Tt also vwns

| _ responsible for airways communications in Korena,

Department of the Treasury
The only internatlonal communicatlons facilitiea of the Depart=-

" ment of the Treasury are those of the United utates Coast Guard,
whiich lS 8 part of the departmenb in peacetime. The Coast Guard
oporates as a service in the Navy Department in time of war, or when

the yPresident directs. S -
| RESTRICTED e
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The peacetime functibns of the Coast Guard include law enforcew
ment or assistance in enforcing all applicable Féderal laws upon the
high seas and waters ‘subject to the jurisdiction of the United States
and promotion of safety of life and property inchggeLareas. These
functions require ﬁhe use of radio for point-to-point, radiolocation,
_and mobile services.
The Coaét Guard ope?ates and maintains ocean stations in both

- the North Atlantic:éhdfNorth'Pacific oceans to provide searchfan@w>

——

—-rescus services at sea and over the sea, communications, and air
navigation fécilities, and meteorological services in such ocean
areas as are regularly traversed by aircraft of the United States,

It operates land telephone lines along the coastline, gohnecting"“

. ;ifeboat stations, lighthouses and other units.  The'faci1ities in=

cludé”éiéﬁféén'radio broadcast stations, Medium frequency directioq
finder stations, previously operated along the coasts, have been dis--
continued as a navigational aid to the public, owing to the use,
generally, of shipboard direction finders in conjunction with marine
radio-beaconsvand the utilization of radar and "loran" systems. The
direction finder stations have been continued, however, at strategic
points for search ahd rascue purposes.

During 1949 the Coasthuard maintained 57,3Q9"aiaé'ﬁawﬁéviga§'Am
tioh, many of which require radio transmissions, It also operated
34 fixed "loran' stations along with 1Z "racon' stations along the
Atlantic'éna Pacific coasts and in Hawali, Puerto Rico, and Alaskes - —
| ,; | - RESTRICTED |
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The principal users of radio frequencies in the Department of

Commerce are the Civil Aeronautics Administration, the Weathecr Bureau,
and the Bureau of Standards. The remainder of the burcauns and offices
of the Dopartment, in their international operatidhs use Boﬁﬁwébmﬁé;-
cial communications and the facilitics of other Government agencles,
Most of their messages are exchanged with the Foreign Service of the
United States, Departmental procedures have been established for
handling such international communications, Under these procedures,

messages to and from the embassigs, legations, and consulstes of the

. United States are routed through a liaison office in the Departmoent of

Commerce and are handled by the Department of State,

Civil Aeronautics administration.~-The communications and air traf-

fic control systems of the Civil Aeronautics Administration were estab=
lished to provide for the safety of life and»properfy in ailrcraft
operated on the civil airways and alr routes in the United States, its
territories and-possessions; and between the United States and foreign
countries, ) | _

Increased use of aireraft following World War I stirred up concern
aboﬁt hazardous flying over unfamiliar territory and during periods of

poor” visibility. It alao gave rise to two obher problems: (1) preven=

tion of collision, and (2) expediting the movement of aircraft,

Treffic adjacent to large alrports and along major routes had becoms

heavy within a short time.
The Post Office Department, whose air-mail service then was the

only operator of aircraft during all types of weather, ostablished
adronsutical radio stations in 1920, This was the beginning of the
present complex aeronautical communications and radio navigation. gyow

tog; which 45 tho end-product of o nunbor ‘of orgenizational changes

through the years,
 RESTRIGTED
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The Aerongutipgl,Communications:Stations operated by CAA per~
form the‘following'14'fundtiéhé: ' ' e
. Service ﬂA"‘-'Collacfibﬁ and distribution of hourly and special
reportg_on surface weather, airfield conditions,
and inoperative air navigation aids, etce; ‘
Service "B" = Requests for and approval to gbnduct'én aird;;ft
e  : flight; flight plans,'in4flight-progress roports,
o and aircraft arrival reports;
| Service "C" - Coliection and distribution of 3 and 6 hourly
weather data; pilot balloon reports, radibsonde,
‘weather forecosts, otcs;

Service "D" = Radio broadcast of meteorological informatlon,

advisory messages, and advice to airmen;

.. Service "B" - Two-way radio communications with aircraft in . =~ =

- _ flight;
' ‘ v“-Service FY - Dissemination of mossages to assist flow and pre=

vent collisions of aireraft flying under instrue

_ment flight rule; - L e e T
Service "G" - Mohitoring radio aids to alr navigation and
) communications systems;
‘Service "H" - Operation of non-directional type radlobeacons by
by | ' ground stations;

Service "K" « Flight assistance services;

% . Service "L = Operation of lighting facilities (var;ous lighting
RESTRIGTED
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equipment of airports, ete,);

Service "0V - Golléotion and distribution of overseas and forw
elgn metaorological datg;
Service "R" - Operation of radio ranges by ground stations;
Service "W" - Airway weather observational service; .
v - Service "X" - Determining of information relative to the fixed

location, bearing, or heading of alreraft,
Four radiotelegraph stations were in operation in 1920 along
the transcontinental airway, and the firstrradidirange station was -
installed‘at Bellefonte, Pennsylvania, in 1927. Two years later ﬁ
teletype circuit was placed in operation, connecting 13 stations
by means of 700 miles of leaged wire, The general use of teletype
machines meant that weather information couldtbe transmitted by
employees able to type, This.change helped to eliminate interference
in the orowded radio frequency spectrum. By the end of 1936 thers
were 203 weather-reporting teletype stations,
Service "B" was inaugurated in 1938, During the same yéar the
‘need for communications services in the Territory of Aiaska, and for
- the propesed transoceanic aircraft services was recognized, and action
was started on both prdjects. | ) |
,; '  ﬂ The first overseas-foreign aseronautical communications station
was gpmpleted ih 1940 at New York, The station was needed to provide»r
twosway radlo communication with alreraft operating oh the Atlantic.

;. air rqutes, Communications were also inaugurated between Neﬁ-York;“u
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and various points in Europe, the Azores, Bermuda, and Newfoundland
to collect meteoroiogicél data and to transmit information concerning
aireraft movements, In Alaska, 6 communications stations were com-
pleted and placed in operation, Most communications with Alaska
were by means of radiotelegraph because of the lack of landline faci=
litiegz |

With the advent of World War II, the civil aviation systems
wore c¢losely coordinated with the military services. Four communica=
tions stations to handle overseas traffic were completed in 1942-=at
San Francisco}, Everett, Washington; Anchorage; and Honolulu, Over=-

gseas airway communications facilities were further expanded in 1942

to include stations at New Orleans, Miemi, and Balboa, Canal Zone,

The additional stations pro.ﬁided gervices to flights operating to
South and Central America and the Garibbean; 4n estimated total
of 64 -million Vwoxb'ds of weaﬁher and flight traffic was handled during
the year, | o |

Today the subordinate services of CAA use radio to maintain

communications with commercial and military sireraft, and also for

administrative purposes, weather information and safety requirements;

For international aircraft operatlions, the Administrator of

Civil Aeronautics provides directly, or through on agency sponsorod

bs‘} the Government for the purpose , the basic fixed and mobile tele-

communicationa system for the exchange of the following categorles

— !

o‘f 'messages s
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e

| 1) qugtréss messages, -

.  2) Mossages for the safety of 1ife and property,

3) Flight safety messages,
4) Metéorological messages,

'y 5) Notices to airmen,

SR . 6) Flight begularity_mesééges,

7) Aeronautical administrative messages,

8) Reservation messages, and

é) General airline operating agency messages.

It is the practice to handle without chargé the messages in
categories 1 through 7. Reservation and general airline operating
agency message categorles are not accepted when privaﬁe or commercial

, facilities are capable of meeting aeronautical communications require=

o .ments.

- Weather Bureau.--In addition to its many offices and part-time
stations within the United States, the Weather Bureau, under agree-
ments with foraign governments, is active along hany of the overseas
‘alr routes., It maintains, in cooperation with the éoast Guard,
oceen weather stations in both the Atlantic and the Pacific, as well
as in the Arctic regions., Over 2,2 million weather report words were
‘received collect from foréign points and from commercial ships at

f‘séh'during‘l949. "

The Weather Bureau qobperates eitéhsively with the Civil Aero-

-nadbics Administration and the Coast Guard in disseminating weather-
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information for aircraft and ships.
Although the Weather Bureau does not own énd operate any inter-
ﬁational communications facilities;Eit does lease international
landline facilities to Cuba and Cenada for'the exchange of weather

information,

National Bureau of Standardg.--The National Bureau of Standerds

uses radio for its internationsl frequency-measurement service, for

research, and for special tests. It has no facilities for the handling

" of rapid communicaticns,

The Bureau's station WWV has a worldwide reputation in its field.
The station tfansmits continuously a highly accurate complex signal

on specified frequencles, It transmits accurate time signals,

-Central Radio Propagation Laboratory forecasts of propagation con-

ditions, accurate audio tones, and accurate carrier frequenciess, In

addition, the listener can obtain propagational data over the path

H

;’.,Department of State -

The Department 6f State has a two-fold interest in telecommuni-
cations, I% is.responsible for international negotiations on telecom-

munications matters., It is also a large user of telecommunications .

“*for the conduct of its general operations, for the dissemination of

'iﬁformétional;and'Educaﬁiohal matter abfogd, and for the Voice of

America;

4 . - . -
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practically all forms of communication to meet its requirement for
rapid interchange of instructions and information between Washington
and misgions abroéd. Speed seéﬁrify, and distance dictate heavy use
of telegraph service,

The Department maintains its own internsl "message centers,"
In Waéhington and at several of the large posts abroad, telegraph ‘
'centers_aie established for the centralization of ﬁhe‘exchange of
traffic with commerci&i carriers and with communications centers of
the armed forces, o

W;th'the exceptioh of certain isolated emergency operations, the
-Deparfmgnt of Stat9ﬂneitherrcontrqls nor operates long distance

communications channels, nor does it maintaln or operate radioc trans-

mitting or receiﬁing stations' for the handling of telegraph communi- :;:

. cations, B
r$he Dopartment of State has a direct leased Western Union cable

'"variqplex" telegraph channei.conhec#ion between Washington and the

- U, S. Egbassy in Lopdon and anofher between Washinéton and the UesSe

Embassy in Paris; These two direct channels aqcomquate regular

message traffic,charged‘for at the prevailing meséage }ates;

V‘In'addition, the Department of State shares the use of another

- W&%hington to Paris telegraphvfacility over a New York-Horta~Cherbourg

cable, whlch is aspllt Western Unlon—Army circult (Wéstern Union from

f4NeW'¥ork to. Horta and Army from Horta to Gherbourg over the formerra-
. German Emden cable). While this facility terminates at the Army

mossage center in Washington, the Department of State message center
Approved For Release 2002101I%é ﬁ!ﬁ-:W84-00499R0007001 00001-8
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in Washington can be combined with it when the cireuit is not in
userby the Army, .

Voice of America.=-The neod of the United States for international

high-frequency broadecasting has been greatly increased by the up-

surge of interest in programs of international information and edu=

cétional exchange. Between the two}ﬁorld wars, thers was a iremendous
- growth, especially in Eu}épe, of international broad@asting, Only

toward the latter years of that period did American commercial broad-

casting interests cngage in relatively modest programs of international
.m“broadcasting, chiefly directed to the Western Hemisphere,. During‘
‘f‘Wbrld War‘II,»however, the U, S. Government created worldwide radio
~and press srvices, operated by the Office of War Information and

~ the Office of Inter-American Affairs, These activities were trans-

‘V‘ ferred to the Department of State by Executive Order on August 31, 1945,

for féduction dpd ianrb0rgtion in the small program of information
>>. and cultural‘exchange alréady started in that Department,
During the period immedigtely following the termination of hos;_' f‘;
tilities, the program was carried on under author;ty_of anﬁual' o !?;
: app:ppriations acts, Then it came_undef sévere Congressional attack,
and was almost eliminated by the suﬁ_amer of 1947,
With the developing world-crisis, however, Congress responded %o
;ghe need for speciél machinery to tell abroad_the_story of the United
- Stg}es and of the free world, The preSumptioh df'aﬁ‘bafly‘return
t35;fpeaceful world, which lay beneath the earlier decision to cutb

the Government program to the'boneiénd let pp}ygpefinfor@gtion agencies
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carry on, was proved false. In Jamuary of 1948 Congress passed

the U, S. Information and Educational Exchange Act "to promote the
better understanding of the United States among the peoples of the A
world and to strengthen cooperative relations.,"

High~frequency radio bulked large among the media avallable to
cafry out this worldwide commitment, With more and tighter restric=
 %ions and barrieré to the‘dissemihéfion of informatiom; high-frequency
radio appeared to be the best way to get\the truth about the free

world into iron-curtain areas. The geographical position of the-

" United States has heightened the value of high-frequency operations

in its international radio broedcasting.

The Voice of Ameriba not only provides service for its own
brosdcasts, but also for the United Nations at New York and the armed

‘foroes of the United States abroad. -

\ For tranum1531ons from the-United States, the Voice of America
generally leases %ransmitter time from various commercisl broadcast
or communications companies. :For transmissions from overseas points

the Voice of America, in general, owns its own faci}ities. iIt>€léo

transmits to certainvstations in othgr countries fér rebroadcast by

) them." - ]

This rapid expansion in the‘Voice of America poses a serious
prbblem for world telecommunlcatlons, especlally in the high-frequency
band, In November 1950 the Voice was using 69 frequen01es on the - '

avefage of seven hours per day each, These are a substantial per-

. centage of the total spectrum spaoe avallable to the world for
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international broadcasting under the Atlantic Clty Table,

Government policy calls for a largs increase in radio instale-

. lations used for-the Voice. These increases, however necessary and

desirable,may put more pressure on the spectrum during the years
immediately ahead, Tho futurs after that will depend on tha level -

of international crisis,

casts of the Voice of America, the Départment of State sends around
the world a daily newis service of information about the United States
for use in newspapers and other medla abroad. . - -

~For this service, the Department's Division of International Press

and Publications operates a teletype communications center in -

- Washington, Into this center pour thousands of words daily for
- trensmission to New York, where they are sent oversess by commercial..

" radiotelegraph facilities.

These Morse transmissions are recelved by radio operators at
United States missions abroad and are reproduced and distributedﬂtp

press and other information outlets in those countries, “Ships and

~other stations of any nation also may intercept these radio news

Qther Government Agencies,==Many independent agencies and com-

%
missiong of the Federal Government which do not own or lease inber~

national circuits transmit and receive international communications
X
through existing Government or commercial company facilities, Be-

tween 85 and 90 per cent,of this wordagé is transmitted over Government
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facilities at practically no cost to the Originatihg-qffice, Thqr
Ecbﬁbmic Cooperation Administratioh and the Veterans' Administratlon,
the largest of these users of international communications, route
" the majority of their traffic through the Department of State and
. .the military sérviq¢s, resﬁé&%ively. T . e

- The A?erican Red Grésé,-although not a Government agency, is
privileged to use Government-owned international communications facil=
ities to handle 1ts.- traffic., During 1949 over 7 million wordﬁfwere'

transmitted by the armed forces for this organization,

" --Gontrol of Government Systemg

e Ty

Feaérai‘Government agenci9s now decide, at something less than
top level, the amount and type of record'téieéommunications matter
" that is to be transmitted to overseas or foreign points by means of
facilities controlled by the Federal Government and estaeblished
‘primarily for purposes of national defense, Too great a diversion
ié not conducive to the best health of fhe nation's telecommunications
networks, , : I
If our national policy recognizes the desirability of strong

private Mmerican companies operating in the international telecom-

municationsAfield, there must be some form of control to insure that

e re

~ g substantial amount of Government message business is handléd“ﬁY“J

céﬁmercial agencies, so that the Federal Government does not, perhaps
* unwittingly and by ynildteral action of independont agoncies, bring
abdut a total or partial collapse of commercial fecilities by

eliminating their largest customer--thevGovernment.
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From an even broader point of view, there would appear to
be a need for a mechanism to coordinate and, to a*certain'dégree5r'*
regulate the use of communications facillities by Government agencies.n
Private companies under the necessity of providing an attractive and
economicel service to. the public and under strict regulation by FCG
are forced to justify additional frequency space, adopt rlgld -
economies, and serve the public welfare,

It is recognized that Government departments, especially the
military agencies, have from the technological point of view built a
superb radio communications system. But they are not under the same
pressurce as private companies to justify expansion into new frequency
channels and to enforce rigid oconomies. Even the actual costs of
operating Government communications facilitles are almost impossible
to determine, Clearly, in ﬁanaging such a vital national asset, the
Government must keep its'own house in good order, as well as do what
is néggssary to-maintain the private facilities which are so essential

both to the public and the Government itself,

Use_of Government Facilities for Commercisl Messages

” To provide a service of public correspondence to and from points
where commercial facilities are not available, Congress has authbrized
the Secretary of the Navy to furnish such service through naval radio
sPations, This authorizatibn\is given by Section 327 of the Communi-
cations Act of 1934, as amended, )

" Certain other departments of the Government have recently re=- .

queéted similar euthorization from Congress;fbut“such guthority has
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Relationships to Commercial Systems

Though Government-owned facilities handle a large portion of
Government communications, the Federal Government is dependent upon
commercial overseas facilities to round out its over-all needs for
iﬁternational service. This is true in two major respects, The
Government finds in some cases that i£ is more economical and effic-
lent to lease or subscribe to a cifcuit or channel from a common
carrier than it is to install and operate‘a'facility of its own, Tor
the E:;nsmission of small amounts of traffic to remote points, the
Government 6ften finds it more economical or convenient to route

~ such tr#ffic Qié common carriers than to send it part way over
Goférnment facilities,

Government also dep@nds heavily upon the‘existence of common
. i}iﬁ carrier fapilitieslduring the early stages of war. Because it is
‘ not possible to anticipate the precise nature and locale of hostil=
ities, the armed forces try to maintain a minimum basic system in
- peacetime and'depend'upon'épprOpriate expansion in wartime, utilizing
common carrier fﬁcilities to tide them over.

The Merger Question in International Record Communications
Higtorical Summary V
& Proposals for merger of American companies providing cable and
radiotelegraph gervices have pfovoked vigorous debate ever since

‘ rafio emerged as a practicable means of international communications,
GQD ‘ o The traditiongl American policyvagainst monopoly has affected this

o RESTRICTED o
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dobatoe throughout. During the years immediately following the
first world war, it was a chief conqern of the Government--the
Nayy Department in particular--that the well-established cable
companios should not be allowed to hamper the full development of
redio as a medium for telecommunications, Hence arocse the obsﬁﬁcles
fil;, ' tb the ownership ;r control o}»radio companics by cable companies
later embodied in Section i? of the Radio Act of 1927 and in Section
314 of tho Communications Aot of 1934 ‘
A related policy introduced in 1943 calls for the separatlon
of companies doing overseas business in record communlcatlons from
domestic record communication companies. o | : -
Within this broad framework, however, proposals have persistently
recurred during the last twenty yoears for meréers of American
communicabtions éompanies. Fundamental to this problem is the
possibility offered by radlo of providing, with relatively small
capital outlay, circuit capacity exceeding the normal requirements
of 1nternational communications. This raised dlfflcult economic
L questlona of cost of service, and “the future profitability of cables
" _  .+ in the face of radio competition, There are some who have suggested
that cables are now obsolete, but considerationg of reliability
‘and security point to the necessity of retaining cable service,

.- % - goveral of the companies have asked permission to merge in the
hope of avoiding deficits; From time to time, some Government de-
phrtments have favored consolldations for reasons of national

‘%’ " B - defense, conservation of radio frequencies, or “for other reasons, —
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while other Government departments have opposed congolidation,
VSome of these agencies havé shifted their positians from time to
'time on the desirability of one o;'another form of merger, At no
time have all the interested executive agencies been in agreecment

on this issue, As of May 1950, this was still the case.

The move for merger in the fileld of international record com=

munications has never been able to win complete Congressional

support because of traditional resisﬁance to monopoly. Numerous

hearings have been held by committees of the Congress, but no legié-

~ lation has resulted. Either the case has not been strong enoxigh, or

prevailing international situations have delayed consideration of

the various proposals, In the meantime, however, Congress has
/

- approved mergers of telephone companiecs and of domestic telegraph

A

companies, and permits the domestic telephone companies to operate
in the international field,

During World War I, when the Government operated the telegraph

.. industry, the U. S. Navy was given control of the transoceanic

radio stations in the interest of national security, Immediately

~after the war, a bill was introduced in Congress providing for. the

control and operation by the Navy Department of the then existing

" private U, S, radio stations uged for overseas communications, The

.dbasuré had Navy support, Under its provisions, the Navy was to

operate the private stations as well as 1ts own gtations for the

hahdling of both commercial and Govermnment international communi=

cations, The bill did not become law. "The'COuntfy‘would not accept
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Government ownership or operation of these facilitics.

The first expression of Céﬁgfessional poiidy on merger of the
privately owned cable and radio companies came in the Federal Radio
Act of 1927, This law specifically prohibited mergers of radio
with cable companies, and vice versa, if such mergers would lesseﬁ

" competition or restrain trade in interstate or foroign commerce, The
Rédio Act also declared that‘énti-trust laws are specifically
’ appiicable to the manufacture, sale, and trade in radio apparatus,
end to interstate or foreign radio communications, .
‘ _Tha Commun;cationsiAct of 1934 included'the'éame provisions,

In 1939 the Senate Committee on Interstate Commerce requested

the FCC to study the merger question afresh, The Commission reported';

'in the following year, recommending permissive merger of the éable E

. and radiotelegraph carriers. 7 }
After lengthy hearings, Senator White and Senator McFarland
int;oduéed a bill in 1941 to permit mergers in both domestic and

international telegraph systems. When the measure. was before the

- full committee during the folloWing year, however, the Navy’Departmént,

- previously a supporter of merger, objected to changing the law to

’ - . -
permit changes in the international industry at that times The
~ Navy thought that'ﬁhéAsﬁfucture of United States overseas telecom-

/4f.municatioﬁé should not be altered during the war., Provision for
this type of merger was deleted from the bill; although the House

restored it, the bill was not voted on before the end of the 77th

' Cohgress,
@ The problem of domestic merger was felt t’o‘béﬂ so urgent, however,
‘ “ithatﬁ§tgqpuld not wait for the conclusion of the war, The Postal

LR e R
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Telegraph Company was deeply in debt, and there appeared no prospect

that its financial gffaifs could‘possibly be put in order, The 78th
doqgreés took up the question of domestic merge£4i;Ai§43, and amonded
. thé'Communications det so0 as to permlt Western Unionrto purchase
Postal Telégraph. This permissive legislation required Western Union
to diveét itSelf d?'it§ internatlonal business, Western Union Cables,
-'within a reasonable poriod of time according to conditions and prgzh
cedure spécified in the Act, and with the approval of the FCC,. : Up
to tho presomt bimo, Wesbern Union dnd potential buyors of its cables
have becoen unable té'agree on terms of sale, Western Union Cables
continues from year to yeatr as the FCC renews°§ermission for it to
'ﬁ:éggﬁihﬁé~in its present ownership; This situation has given rise to
‘. suggestions that the provision for splittingAdomestic'from international
e | carriers be spricken from the law, |
In 1945 resolutions bélling for study of the international mefger
problem again were introduced in Congress and further hearings were

held, No new action resulted from the Congressional hearings, how=

~ ever, Senator McFarland, on discovering that the Department of State-

no longer supported merger while other executive agencies and the FCCT

favored it, tbok the position that Congress couid do nothing until the
~ executive agencies-arrived at a common policy,
Iﬁvi946 fhe newly organized Telecommunicatiogg Goordiggiigg; o
N S qumiﬁtee, ét the suggéétion of the Navy Debartment, tried to work
" out a Government policy on merger. The Committee was unable to reach
a Enan;mous recommendation after thorough.exploration of the issues
o by an ad hoc aubcommitte'e. This ad h‘oc‘ gx"pup submitted a report 3.n
' |  RESTRICTED.
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December 1946, which set forth the arguments of proponcnts and
opponents of morger. . These arguments are summarized below, .

Argumonts for Merger

‘M?he arguments by‘proponents of merger of the international

Wi

record cpmmunication companies included thé following points:

ErgquencyﬂCoggefvation.--By eliminating duplications in eircuits

| ahd inefficiencies in routing, unifieation would release a large

mumber of ffequencies, which could be used to handle increasing traffic
volumes, establish new circuits, improve speed and reliability-of |
existing services;‘and promoté'the development of new services, Such
an elimination of the wastéful use of frequencies would relieve pres=-
sures on ths radio spectrum and would strengthen the United States
‘position at international>conferences in urging adopting of new tech-
niéues designed to mako the most efficient use of frequencies,

Economic Savings.-~Unification might permit the retirement of -

a large amount of the telegraph plant maintainedvby competing carriers,.

Not all of this plant ls necessary to meet the nation's communications

. requirements, Retirement of some of it would result in savings in

'communications costs, as well as the ultimate reduction in the invest-
ment on which a return is earned, and could be reflected by substantial
rate reductions and improved service, '

Tfaffic Routing,=--Traffic between the United States and forelgn
ﬁoints nay be handléd over a variety of compesting cable or radio routes,
some ﬁf which are more advantageous than others to United States

Y
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it
interests, ,Merger would pérmit each Tacility to be used to its best
adnantage,_technically and economically,.

| _Standardization.-=Unification would promote the use of uniform
operating practices and equipment throughout the unified system, a
procedure which would strengthenﬁthq United States position in farnr
of wnrldwide~standardization. Standardization among American companies
oould be at the highest technical level, since merger would permit a
complete interchange of patents and pooling of research activities

and talents,

Relations with Foreign Carriers.--Merger would place the American

international communications system more closely on a par, SO far as
influence and bargaining power are concernsd, with the foreign mono-
polies with which it must deal, This would permit the unified carrier

to insist on equitable operating arrangements and would enable the

 United States Government to give more direct guidance and support to

‘the policies of the unified company in its dealings with foreign

oystems,

Imﬁrovgg Regulation.=--Merger would help the Federal Communications
Commission to achieve its objectives of providing a worldwide communi=
cabions system, with adequate facilities st reasonabie charges. 4

unified carrier could be. required to extend service to foreign points

on A worldwide basis, whereas it might be difficult to impose such a

' requirement on one out of aeveral competing carriers, Because of the

groab divergence’in earning power among the various carriers, reasonable

e
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rates for the most prosperous company would tend to drive competing -
carriers out Ef business, a circumstance whiqh may deter completely
effectiye regulation, Unification would also facilitate the severance
of the telecqmmuhications system from intercorporate manufacturing
- affiliates_and from foréign activities,
|  , Sccurityes==Merger would foster security in the sense that it
would provide é more efficlent, integrated, and standardiéed communi-~
cation system, which would be ayailable for military use and planning,
but it would have little or no effect upon cryptographic security,

loyalty of communications employees, or anti-sabotage measures.

Arguments against Merger

Of the Government depéftments represented on the Telecommunica-
tions Coordinating Committeo, those opposed to méfger based their case
on the?e major points: .

Monopoly.--United States economic pollcy, both in the domestic

and in the forelgn field, traditionall& has been opposed to the creation -
N of monopo}iés, especially those which would receive special Government-
;sponsored privileges. Generally, a favorable political, economic, and
technical climate results from competition tempergd to %hé extent
‘necessary by regulation, In view of thi; tradiﬁional policy, the
proponents of merger must sustain a very hoavy burden of proof that
megger is in the national interest, |
Froguency Congervation.--It is recggnized that a merger would

\havé‘the potent;alityAfor-the immediate conservation of a gubstantial
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number of frequencies, However, the strength of a monopoly in its
dealings with the regulatory agency might maké ifkdifficﬁlt to realize
this savinge

plished under a merger. But, even if potential savings might be
immédiately realized, it is questionable from a long-run point of
view whether the continued existence of competition would not result
in greater economic advantages.

Regulation,-=-Experience indicates that regulation of a monopoly
is difficult, Standards of performance are not ;eadily aveilable to
the rogulatory agency. The self-policing of anlindustry inherent in
a»competitive situation is not preséht in a monopoly. These factors
outweigh the apparent superficlal advantages which a regulatory agency
might have in dealing with a merged company. ) |

Other Considerationge.-=Other considerations such as improvement

in traffic routing, increased standardization, and the promotion of

ndventageous relations with foreign cafriers also can be achieved

throughﬂcompetition supplemented by vigorous regulation, It was not

contended that perfect results would be achieved in those fields, bub
it was”argued that, on the whole, results at least comparable with

those under a regulated monopoly would be possibles

"Beonomic Outlook for U..S. Cable and Radiétélegféph“Gompanies

Although many factors have been involved in previous arguments

vover merger of the international record communication companies, “the

3
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quesbion now appears to rest primarily on whether the éompanies can
survive economically without merging. All of.the'$oard's discussions -
_of the subject with industry and labor leaders and Government officials
éfressed the economic problem, while other eléments of the controversy
wore given secondary consideration,

. For that reason, the Board arranged for an economic analysis of
the industry and a forecast as to its future profitability to‘be made
by the enginearing firm of Ford, Bacon & DaQis. The balance of this

o _‘ ~  Chapter, except for the Conclusions, is adapted from the aurvéy made
by that firm,.
. Description of Facilities
Major Cagr;erg.-;The‘Western Union Company operates 14 submarine
'l:cables, of which eight connect the United States with England, two
with the Azores, and_ipuf with the Weét Indiecs, Five of the elght
‘lines to England are leased until the year 2010 from a British company.
The 14 cables measure 30,000 nautical miles and permit the company to-f
.furniéﬁ all ciasses of telegraphlc messege sexvice directly, or indi-
reotly through connesting carriers, to all parts of the wquq.
' Three affiliates of the International Telephone and Telegraph
N Company, all of them whollyhowned.subsidiaries of the American Cable &
. Radio Corporaﬁion, are ongaged in the American international record
' cghmuniéations business, - Six gables between New York aﬁd Europe, via
| -the Azores, Nova Scotia, and Newfoundland, are‘dparated_by the Commercial

Calle Company. Tobal Length of its lines is 22,000 nautical miles,
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\

They make possible cablegram service to all parts of Burope, Asia,

and Africa, Through affiliated organizations, the company also pro-

vides mossage service to Latin America., All America Cables & Radio,

Inc,, has five lines, measuring 24,000 nauticel miles, between the
United States and South America, Central America and the West Indiese
In addition, it operates several cables and a number of international

radiotelephone and radiotelegraph stations in South America. Mackay

 Radio & Telegraph Company, Inc., maintains direct radiotelegraph

cirouits to some 40 overseas points, furnishing all classes of record
communications service on a worldwide baais. It operates radio stations
in New York, Galifornia,.HaWaii, tho Philippines, and Tangler, The

Tangler sﬁation‘ia used to relay‘messagea to points in eastern Eurppe;

North Africa, the Near East, and India,

RCA Communications, Inc., provides worldwide message service

‘ through operation of direct radiotelegraph circuits to some 60 overseas

points and arrangements with connegting carriors to reach other points,

' The company has four radio stations near New York Oity and one near

" pines, Haiti, Dominican Republic, Okinawa, and Tangier. Direct circuits‘.

San Franciseo, as well as stations in Puerto Rico, Hawaii, the Philip-

reach Mexico, Central America, South America, the West Indieg,\Europo,
~the Near East, the Far East, Australia, Oceania, and North and South
Afrfca. The company also oporates a radiotelegraph circult between
New York Gity and San Francisco for domestic haul of international

»i,mess&gaa and a lgasedywire«oircgip between New Iork”gnd Washington, D.G;

e P o s
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Smaller Carriers.--Radiomarine Corporation of America furnishes

all classes of radiotelegraph message service from shore-to-shlp and

‘ghip=to=shore, Transmitting and recelving stations are located on

both coasts of the United States and at St, Louls, Mo., Buffalo, N.Y.,
and Port Arthur, Tex. The company also manufactures, sells and services
mobiie radio stetion equipment,

Press Wireless, Inc., provides a speclalized radiotelegraph service
to newspapers and press associations. It operates radio circults to

some 19 overseas' points, and ‘has stations at New York, Sau Franclseo,

, Manile and in Europe, The company also owns subsidiaries thet manu-

facture and soll communications equipment in Latin Americae

GloBé—Wiraless, Itd,, controlled by the Robert Dollar company,A

furnishes telegraphic message service from the United States to“

' Honolulu, Manila, Shanghai, and Havana, Its radioc stations are located

in New York City, San Francisco, and Honolulu, Globe also operates .

o ship-shore radiotelegraph messagé service, e
Tropical Radio Telegraph Company 1s affiliated with the United

Fruit Company. Troplcalls message service is carried over direct .

" elrcuits to Central America and the West Indies and by connecting

~carriers -to the rest of Latin America. In the United‘States, it operates

radiotelegraph stations -at Boston, Miami, and Now Orleans. In Central
Amefican countrles, 20 stations provide both radiotelegraph and radio=

telephone ‘services,
4

‘ The United States-Liberla Radio Gorporation Was established by the

maznmmn
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Firestone Tire & Rubber Company. Its operations are restricted
to a radiotelegraph circuit between Akron, Ohio, and Harbel,
Liberia, |

The Souﬁh Porto Rico Sugar Company furnishés radlotelegraph

gervice to five Caribbean points and to ships at ses,

Financial Performance ]
The financial data used in the study were obtained directly

from the companies involved., In the course of obtaining the
,ufinanciai-information, conferences weremheLd with accounting
executives of the principal companies.
The information contained in Tables I, II, and ITI was

gecured from the larger companies and included balance sheetbs, :

i g

- ¢ income statements, and various related data for each of the years
' 1944 to 1949 and for the nine-months period ended September 30,
719504 The princibal purpose of this information was-to.provide a 4
| | B

' knowledge of financlal status and operating results through the
- recent years and up to the latest date for which actual data were
" evailable at the time of underteking the studys.

3
;
s
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INTERNATTONAL RECORD_COMMUNICATIONS COMPANIES OF THE UNITED STATES

GROSS OPERATING REVENUES -szAR 1949

Major Carriers
"Western Union Telegraph Company

(Cable Division) (WUC)

Commercial Cable Compuny (CCC)

" American Cable & Radio Corp, Subsidiaries: |

A1 Anerica Csbles & Radio, Ince(AACR) 9,713

. Mackay Radlo & Telegraph Cos (MRT)

" Total A.Cs & Re System

'_RGA Communications, Inc. (RCAG)

Total Major Carriers

Smaller Carriecrs -

Radiomarine Corp, of Ameriea (RM)
Press Wireless, Inc. (PW)

Globe Wireless, Ltd., (GW)

Tropical Radio Telegraph Company (TRT)

" Total Smaller Carfiars'j -

Total All Gompanies

1Y

. United States-Liberia Radio Corporation
- South Porto Rico Sugar Company. s

845,99

Revenue =~ Per Cent
(Thougands) - of Total
$ 8,208 17,85
3,951 8459
21,12
6,528 14419
S 20,192 43490
12,226 26,58
40,626 8833
1,277 2,78
1,294 2,81
1,306 2.8/,
1,406 3.06
78 0,17
. o.01
I
5,368 ~ 11,67
100,00




Approved For Release 2002/01/04 : CIA-RDP84-00499R0007001 00001-8

|
L . TABIE II
| AGGREGATE_ADJUSTED NET INCOME BEFORE INCOME_TAX
MAJOR_CARRIERS = INTERNATIONAL INDUSTRY
(Thousandg of Dollars). o
' Adjusted Net -~ Income in
. Basis for # Income before Per Cent
Year Meagure , ~ . [Income Taxeg, . of Measure
w6 G o L= 2,68
1947 60,830 2,395 | -39
i 1948 61,206 L;‘t.; Y R =12 |
109 60,0 - S 1.9
| -;1950 (9 mos,) 63,605 . ,_2,618_-.‘5 v el

SRR % The basis for measure of income 18 in each instance the sum of
E S “net property and actual net working capitals, . -

1
]

[N
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Table III
; Comparison of Gross and Net Operating Revenues )
__:§ﬁ Major Carriers = _International Industrz
if;f‘? ‘ Thousands of Dollars
’ 9 Months
Company 1946 1947 . 1948 1949 1950
Gross Revenues = . |
wie " gm0 7,402 8,224 8,208 5,993
- GCC 4,41»5 by O42 4,144 3,951 2,854
. AAGR 8,639 9,934 9,835 9 737 2991
MRT : 4,767 6,041 5,599 528 4:919‘ , :
RCAC 13,226 11,700 _12, 386 12, 226 9,674 = i
|
Total 38,867 39,719 40,188 4g;§g§ 31,431 §
' |
ﬂgt Revenues 7 o i
WUG - 1,296 613 1,411 - 1,505 1,438
CCC - «1,039 =1,896 -1,075 -1, 111 -597
AACR 673 554 324 536 1,019
MRT -1,042 -837 , =818 7L 224 )
RCAC _rg‘ggl. =29 152 854 259
Total 2,360 =1.595 = 594 1.855 3,043
Net ﬁevenues in Per Cent T
: of Grogs_Revenues .. __
WUo 16.6% 8,34 17.2%  18,3%  24.0%
CCC =234 /0,8 =259 28,1 «20,9
AACR 7.8 5.6 363 5e5 12.8
MRT -21,9 © =13.9 =146 1.1 he6 ' ‘
- - RCAC 18,8 =042 6,1 2, 9.9
' Average bel% __=he0% 1.5% - A, 6 ___9:7%

As shown in the*precedihg table, the average ratlo of aggregate
neq_revenue to gross revenue has improved ‘since the low point or o
deficit in 1947, The Commorcial Cable Company contlnues to show a

net revenue loas in 1950 ‘although its position has improved. While

. bo eome extent the eontinuing net revenue 1osees of Commeraial_ Cable

Apprdved For Release 2002/01Iﬁ%84-00499R000'}00100001-8




[

Approved For Release 2002/01/04 : CIA-RDP84-00499R000700100001-2%6
; .

may -be attributed to the- decline in gross revenue? it is evident
that total operatlng costs are higher in relation to groes revenues

than those of the other major carriers,

Comparative Ubility of Services

In meking their survey, tho engimecers prepared & questlonnaire .
to determine the basic-objectives sought in using each type of rapid
ineernational communications (air mail, telephone, cable, and radio=
telograph) and the experlences of the users with reepect to how well
thege objectives had been aghieved. Selected customere were aeked
whether they were making a conscious effort to chaﬁge from one type
of communication to another. They were alse questioned as to amounts

presently spent on cables and their estimates as to tho amounts likely

' ~ to be spent in the near future,

Tnformation was sought to determine whether each type of communi=
cation did have its definite place in eustomere' operations, It was
bolieved that if this were true and that each type was serving its
‘purpose, it would be unlikely that the present pattern of services
used would change mech in the future, If cuatome‘end habits_have'been
- the main influence in determining the uses of eachitype, however,

‘ materlal changes in the pattern might occur. 3 \
The consansus wae that the use of & particular type of communica=
tion is dictated by lts utility and that each flllS its particular -
ne%d. It does not appear, therefore, that there are any oondltions
| ‘thet may materlally change the pattern in the near future., Each type
" hag*been availab1e<for a considerable period of time and the pattern

o : ' o .
A .
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has become fairly stabilized, -

R . The survey disclosed that there is a definite field for cable

end radio messages in which they are unlikely %o be supplanted by -

sither the tolephone or air mail, In addition, there are fringe

[
P

. areas in which the use pattern of telephone, tolegraph (cable and

e 3 radio), and elr mail is variable, These fringe areas, however, appear

to be relatively smull compared to the srea in which the use of cables

and radiograms is -fixeds .

Answers to the 1nquiries indicated that the various typcu of

rapid communications are uvsed under the following conditions.

Gablea and Radiograms -

. 2'_

e

de

When speed and cortalnty of delivery at a definite
time arc necesgary, and |
When e written record is important, or

Where cost is a considoratioﬁ as compared with long
distance telephone, or

When immediate responses or a oonféfemoe are not

-

noeywssarys

S '-jl Overseas telephone =

) 1. Whon imnediate decisions or responses are. ROGGREATY, OF

A 2 TWhen a conferance (back and forth oonversation) is
,;” 'f':'7ﬁ - ~ deairables - ; L | .
_r Air Mail - | o ,v,l o T
When high apeod is not essential, and

N,

\
@‘\

§ e o . R

REQTBLCTED
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e Wﬁen certainty of delivery as of a definite time o
is not essential, or

3, Where the length ofﬂfhe message renders a letter pre-
ferable, and

b Where communicgtion costs are of.impbrﬁance in com-~
parison with the amount of the transacﬂion affected,

.It was generally agreed that the international‘telegraph service
is, on the whole, very good and reliable. Besides the features noted
above, cables and radiograms have the additional advantage of getting
'prompt attention whereas letters may be set aslde te@porarily., A
large lpsurance company stated that this is one of tﬁe chief reasons
it uses cable and radio messages to the extent i1t does, Some companies
attempt to overcome this by writing important air mail letters on
jspecial fprms that resemble ceables but they,have found that this
préqtice is not altogether successful;'v |

. ]
The delivery time for "ordinary" telegraph messages is said to

range, ab presént, from abouﬁ ten minutes (in the caée of major direct 1

points 1ike London and Paris) to about an hour, A cable or radio
message can ‘be sent from New York to London and a reply recelvcd in 20
.‘to 30 minutes, Prior %o World War II dealers in arbitrage used to send
l‘cables_aﬁd:peceive replies in from two to four minutas, but suoh ssr--
,vic&vis,not rendered now. ' o j" -

Many companies reported extenaive use of the Aight letter classi=

fiogﬂion_of cable and radio service. This ia bornewout by the records
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of the major international companies which show that about 6/ per cent
of the public messages sent during the third quarter of 1950 were
night letters, This service assures delivery at the start of the
following business day, a period of 12 hours elapsed;time from Now
York to London, whereas an air mall letter from New fork to London,

under m%ﬁimum plckup and delivery conditions, requires 18 hours, There

is, therefors, no question as to the necessity for a ‘cable or radio-
. oS 1 P

gram when delivery ab the start of the next business day must be assured.

Telegraph service also is preferred to long-distance telephone
in many cases ekcept when 1mmediate decisions or discussions are re- -
quired because (1) delivery at a certain time is more sure, (2) it is
'usually less. expensiVG, and (3) it gives a written record,

The principal advantages of long-distance telephone messages lie
'in the abllity to engage in discussion, which may be importent in
_clarifying certaln situatlons. They also get immedlate attention
‘whereas a telegram or a letter may be put aside., Great strldes have
boen made in international long-distance telephone service and the
average elapséd timg to put through a call has been‘@aterially
V:reduced. Tho major time-consuming factor, however, is 'that of locating
the person called.' This may take considerable time.l In fuct, it was
gaid to be common practice to send a cable to meke an appointment for
‘a télephone call,

While the cost per word on the telephone may be quite low as

compired to & telegram, ‘it was the consensus that the actual cost per

. RESTRICTED
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message generally was far less by telegram than by ielephone.( In thé
latter case, much time is often wasted in amenitiés:and irrelevant
conversation whereas in a telegram the heart of thejmessage can
usually be compressed into relatively few words.

While the transmission over the telephone was said to be usually
safisfactory, it is not entirely reliable and insténces were clted |
where poor transmission seriously impaired the valde of telephone
service, This 1s not apt to occur with telégrams,?for if the message
cén not be sent one way 1t can be r;routed and wil# goet through by
another way, | |

Although air mail is widely used and has taken bu51ness from the
~ cable and radio industry in the past, it appears that this oompetltlon
has reached a stable condition, Two factors have been cited as
limiting the use of ipterpational airAhéil--first, the possibility of
planes being grounded or diverted on account of weather conditions,
and, second, regardless of the flight speed, pickupvand delivery ser—a—
vices areﬂtime?consuming. Delivery service is said to be particularly
- poor in all foreign_couniries except in the major_éities. The ongineers '
wore advised that for moat “inland points at leagtLZArgggyglepPuld“be
added to the scheduled l6é~hour service to London, Paris, otce One
1 company having extensive operations in the Near Eagt stated that the
; notmel air mail'delivery‘service from its office in New York to 1its
branches in the fleld was from five days to one week. This compares

w1th a normal telegram service of a few hours atb most for ordinery
. . . \

|
i
!
i
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messages and overnight for night lettors,

LT e

The main drawback,. howevor, appears to bo tho undcrtainty
to delivery time of air mail, While practically}all alr mail messages
tmight go through on schedule the fact that a fow mighﬁ'be delayed is
a serious detorrent to sending any message by air- mail when ceftainty ™~
of‘delivery time is of material importance, Air mall is widely used
to send longer messages than would be economical by cable or radio, to
send documanﬁs and confirmations, and to send many messages for which
. certailnty of delivery is not important, For other purpoases, however,
the uncertainty of delivery of air mail 15 oftaq_tqo great a risk for
the savings 1nvolved. )
‘ It appears, therefore, that except to correct abugses by correse "E
;pondents in the use of cables and telephone by periodie axpenge-saving »
cempalgns, there is little likelihood that air mail will seriously
- eneroach further on the cablo and radio business.
‘>Q;§§r1bution of Business Among_International Carrierg A
Except as spec;f;c céble'and ra&16>companies héve direct service “ ,_F
" %o certaln areas, or when they serve certain areas exclﬁsively, cug=
tomers réported dividing their cable and radio épsiness among the N ]
various compaﬁies in the industry. One bank sald that 1t follows a f
policy of reciprocity and distributes its business approximately in
. proportion to the balances: naintained in the bank by the. various

carrier companies. One large insurance company conducting buainesa

umainly with London through night letters reported confining its businese
. : q : 4 | | b
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almost exclusively to one carrier bocause of the satisfactory service
réoeived. However, this is an exception, hS'mdst"bdmpaniés said they
believed that by dividing thelr cable and radio business thby maln=
tained competition and thus got botter.service from all carriers,

Potentialities of Merger

Rates, Service and Development.--The fundamental purpose of any

merger is to save money, This is generally accomplished by greater .
flexibility and efficlency in the use of facilities, reduction in
. duplicated facilities, and savings in administrative and labor costs, :
.A portion of the monetary savings is assignable to the stockholders
up to a reasonable return on the investment; that is, a return suffi=-
R h':.»__ciént to assure adequate financing'of current plant investment and
| o reasonable development costs,
It is to be expected that at least some of the savihéa derived
from a merger would be reflected in direct public benéfits; principally
:zﬂthroﬁgh reduced rates, Also, it may be reasonably assumed that any
\ - developmeont expenses ulp;matély'would ﬁeh;éfiected in similar direct
1+, - public benefits. | _ 7 ¥
~ ';a The fact that the Wéatern Union~Postal Telegrdbh merger in fhe -
b«domestic f@eld“ﬁas followed by repartedly pooref service and higher
‘rates is not a criterion ﬁnlesF ;t may_be shown thgt therservice would
ax e ha&b been better and the rates lower if the compggiyiygmgit?aﬁion had
continued, The evidence at the time of that ‘merger indicaﬁéd‘£ha£.the

: Posthl Telegraph Company was on the verge of going out of business, in

i B '
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which case the service, at least in solfar as coverage is concernsd,
night have boen less than now exists under the merged companies, The
engineers' survey of communications users, including the State DepartQ
ment, clearly indiéated that there was a greater interest in service

than 1n rates, Rate reductions are a measurable public benefit and may, )
thefefore, be oversemphasized and given too much weight, to the detri-

ment of service, To this end, it is important that a large share of

any mergor saving be directed to maintenance of adequate service and

. o development expenditures having the same ultimate objective,

The allocation of income, after operating expenses and texes, is

generally subject to supervision by the regulatory authority, A4t the

- same time, the regulatory authority is oxpected to police the mattor of

adequate and proper service and this directly affects operating expenses.

ExcessiveVservice to the detriment of adequate development or rate

decroases may be just as improper as ilnsufficient or relatively poor

service, Competition may cause excessive service in competitive areas

to the detriment of service in other areas.
_ ‘The matter of the maintenance of lass profitable or unprofitable

services is of considerable importance in considering the question of

merger'vorsus compotition, While compstition may serve as an incentive

.'for'the preservation of borderline services in competitive areas,

~ sorvice may not be Justified, is uneconomical and has the effect of

inorbasing costs over the whole aystem which,Will’be reflectod

-
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wltinately in the ovorall rates of both compebing operations, The.
effect of merger is to:
- 1. Eliminate unnecessary dﬁplication of serviceé, and
2. Remove the incentive to maintain any service in areas where
revenues are insufflcient to support costs,

While the first is a benefiocial result of merger, the second may
be a dlsadvantege ovércome elther through an enlightened menagement or
‘rigid supervision by the regulatory authorities, Actually, & monopoly, ™
through the elimination of duplicated out-of-pocket expenses and general
‘reduction in assignable overhead charges, should be better able to
. gustain certain borderline operations, Finally, certain other points
~not now served may become economically feasible to serve under & unified
operation.;

Cugtomers! Attitude.--The customers consuitod vorse almest wianimous in
their reaction to the possibility of a merger of ?ll cable and radio
companies, All but oné of the customers opposed the suggestion in
principle as being detrimental to the type of service they”mightrexpect
to#receive.»Althbugh the engineers' questionnalire did not seek their
H'opinlons on this subject, practically all of them volunteered their views

‘when the reasons for the ‘survey were explalned to them, In substantiation

~ of their vigws, many ctted their experiences with foreign carrlera, most
of ﬁhich are monopolies. These experiences indicated 4o them that, with-
" out competition, carriers were very indifferent to customers! reactions,

. Inquiries regarding confirmation of messages originating abroad often

\ms'rﬁic"@g“ R ST
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wore unaswered for several days or disregarded entirely. This
condition appeéred to be so common as to convinco them that it
was a definite result of a monopolistic position, Also, while a
nunber of the largest users of domestic telegraph sorvices sald
that they’haﬁ not noted any roduction in the quality of domestic
soervice after the Western Unibn Telegraph and Postal Telegraph
_merger, another and even larger group stated that they had ob-
sefved a definite deterioration in the quality of service since that
umsrger. A few usersngﬁressed the view that there might be no
~objection to merging éll'the cable companies into one group and
all the radio companies'into another as this would still retain a
degree of competition which they believe to be ssgential to main-
taining tolbgraphié service of high quality.

 Labor's Pogitlon,==Consideration should be given to the con=

‘-ftenéion that wage scéles in the record communications field have
'gbbeén held down.to some extent because of the long-standing record

of unprofitability of thé industry, It is to be apticipated,
therefdre,'that labor would expect a share of any,financial‘benefitgv
" resulting from general improvement in the business, whether iﬁ be
_the result of merger or any other cause, ' Consideration mist also

fe given to the probability of delay in savings on labor costs
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under & mergers It 1s unlikoly that permissive legislation
would allow an immediate genoral redugction in force, Rather,
it would probably require retentlon of employees for periods
of time,in proportion to their length of emplbyment in the
Industry, . ﬁ

There does not appear to be any unanimity on the part of

_ labor for or againat merger, expressed opinions ranging'frOm

i

unqualified approval through conditional acquiescence to outright
oppositions It appears that labor is not satisfied with<the

results'of the Wéétéfn”Union-Postal Telegraph mergers Opportunlty

 for expandion of labor 8 views would normally be provided through

public hearings held in connection with any proposed legisla=

{

tiono

Carriers! Position.=--The major interhatiqngl carriers told the

- -engineers that they are in favor of permissive legilslation for merger

of international record communications, There is no positive evidence

that these organizations actually wogldumefgé under such legislation,
There may be an offort on their part to agree upon a merger bub
there is considerable difference of opinion among them as to

the terms and conditions,

Western Union has suggested notroniy that the international

opérations should be merged but that they should be consolidated with

LY
‘ RESTRICTED

' Apprbved For Release 2002/01/04 : CIA-RDP84-00499R000700100001-8

e




|

Approved For Release 2002/01/04 : CIA-RDP84-00499R000700100001-8 ,

w )"'218. 7 "_ /_» :

.

1ts domestic telegraph business under‘ité management, This company
claims, among other reasons, that the terms of its lease of five cables
- from Anglo=-American Telegraph Company, Ltd., might prove an absolute il
block to the tranefer by Western Union of these five.cables into a
merged company which did not include Western Union's domcstic operaﬁlons.
- - American Cable & Radio Corporation and RCA Communications, Incs,
- adhere to a consolldation of international facilities only. V
g : ‘_- . Because: of these differences of opinion, it has been stated.-that _
L —any permissive leglslation should at least clearly indicate an intent,
- if not contaiﬁ é specific directive, as to the desirability of such
Mergers This should bo sufficiently emphaticVSo ﬁhat it could be used
~ to resolve inter-company differences. i | -
o] Radiomarine Corporation of America would partlclpate in a consoli-
dation of 1nternational ‘facilities only to the extent of its ghip=ghore
. communicatlons, but not,itg equipment manuﬁacturlng, gelling and ’ ’
servicing operations. |
Press Wireless, Ltd., and the South Porto Rico Sugar Company told
the engineeré that they do not oppose permissive merger legislation of
international companies, provided they are adequately protected from

4+ unfair competition by the merged organizatlon and from any undue presauro

— upon them to join any such merged operation. . These companieq would

remaﬁn outside of any merged operation resulting from permissive legis-

;‘lutlon.,

\Tropical Radio Telegraph Company is the only carrier opposed Lo~

Fasnt, o e Sath ol
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merger, Should such legislation be written, however, ‘their position
is similar to that of Press Wireless, Globe Vireless, Ltd., said that

1t does not, at this time, desire to express any views on an inter-

~ national merger, Uni@gq_State&-LiberiéwRadib_Cofpofétion’hés not

‘ :,expressed»any;opinidn.' R T ' e

L

‘Accordipglj,fit may'bé éaid that the consensus of the industry
ié for permissive merger of international record communications speci-
fically divorced from dpmestic operations with provision for adequate
protection of the carriers which do not wish to Jcin_thé cbhsolidé;ion.
. ...Legiglation.--There appears to be some differenée of legal
opinidﬂ‘assigﬁiimitations in respect of consolidation or mergers under

present laws, It is agreed that a clarificatidn“of Congressional

intent would be desirable and that any merger of internstional companies

- now in competition probabiy would require specific legislative examp~-

tion from anti=trust law provisions.

Company officials said they believed that mandatory legislation
is unnecessary, is not in the public interest, and probably would be -
a step in the dlrection of ultimate Government ownership, . “

In general, it appears that any legislative action permitting

merger of international record communications companies should contain

o

protections for the independence of companies desiring to remain-in an
1nde%endent status, speelfications as to protective measures for labor,
and protection from alien control, It should also provide for all

i possible economies. Resulting gavings should be réflectéd in reduced

N
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rates after prOVisions have beeh‘made for sufficient earnings to
allow for adequate capitalization, reasonable research and improvement
;;iln facilities, and good and sufficlent service to the public,

Sgyings under Merger.--The major carriers, in 1949, made studlies

Y T T T eYP T T Ty

of their facilities and operations to determine those facilities which

- would be in excess of the.industry's requirements in the event of a o

mérger. A review of these studies indicates that-where duplicate tei;i/
graph cables or radlo transmission and receiving equipment were opera=
ted, ‘the oldest facilities were to be abandoned, Where the companies

operated competing branch offices at particular points, these would

ba combined into one offlce,

- The facllitles which were determined as excess in the event of

L merger had a gross book cost of $13,279,000 for cable plant and
| T /$6,471 060 for radio plant. The gross costs-less depreclation were

__¢3,752 OOO and $2 753,000 regpectively. Combining the facllltlas

' »;,2-  of varlous,companles would involve some expense in consolidating

'offices ahd éombining cable and radio ciréuits into one location in
~  order to make possible further savings in operating cost,

T The engineers dlscussed the combining of facllltles with repre-

sentatlves of the principal companles which would be involved in a

merger and were agsured that the capacity of the merged facilities
would be sufficient to handle any annual volume of business which the
fndustry-might reasonably expect in the future up to 800 millions of wordu. ;

It was further explained'that recent developments in the industry would

Y .
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permit an 1ncrease in capacity of about 50 par cent in the cable

facilities and two or three times the present capacity in the radio

~

facilities. The additionel investment required for these increaeeevl;;,_

in capacity would be relatively minor.
The companies also made gtudies of the personnel and the amounrt
of operating expense necessary to. staff and‘operate the combined
o ..facilities propérly. BEstimates were prepared of expenses for con-

~ducting operations and malntenance of the cable end radio facllitxoe ,

and for general and admlnistratlve expenses. These eatlmetes “involved
o - the progection of the expenses oi tho individual companies as now
- constltuted and & pro forma estimate of the merged expensess The

. dlfference between them indicated the savings to be realized from a

e,

’%;;‘e merger of the lndustry. The annual savings that might be antlclpated,

as estlmated by the companles, if the industry were merged, are as

followea
Company Eatlmetee of - _
Annual Savings from Merger , P

“ smount (in
Thousands)

e

Conductlng Operatlons uxpenees.

Cable ~ T b 1,46k
Radio Lo 2,633 A'
Malntenance and Repalrs ‘Expenses:
Cable - : 678
Radio ' 540
\ General and Administrative Expensess: 1,565
'ﬁ ‘ Total ' - ¢ 6,880

The eetimatedfeavings resultingwfrom,the;preposed meigerﬁwere_beeed‘”

7
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A . ‘on a volume of business ranging from 300 millions to 500 millions of

words annually, Howover, since the facilities provi&ed for a merged
operation are ;tated to be adequate to handle a volume of up to 800
millions of words, there should be no necéssitﬁ”for-any,additional”'
—ii¥acilities'to handle the increased volume of business indicated by
A the engineers'! study of future prospects. ' -
— It folqu@;,therefore,‘thdt'the savings éﬁpeétéd from a merger
..1 as - ostimated by the'c6mﬁdnies in 1949 took into consideration-all
-~ expenses of a fixed or basic nature that might be eliminated by a
merger, Thereafter, if the volume of business increased, any addi=
tional expenses,would be of a variable nature and would be sqbstantially
the same in either a merged operation or qpsindividdal compﬁny operation,

The engineers did not make any iﬁdépendent estimate of the savings

PR

D e SR

mwfﬁét might be realized from a merger of the several companies, nor was

a detailed study made of savingsrgstimaﬁea by the companies, However,
& roview of their working papers indicated that congideration was
given to all of the principal factors involved in the mergere. The
methods and bases used in making estimates were sound and tho resulis

scem reasonable. There are, however, certain observations applicable

to the companies' estimates which are discussed below,

Since the companies' estimates were prepered in 1949, there‘hasu
¥ \
3 been an inerease in wage rates. This would mean an increase in savings
from merger over the original estimates. The extent of the wage

\ Inorease in relationship to wages pald at the time the merged ‘Savings

~
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were computed could not be determined without an exhaustive analysis,

A review of the operating expenses of the five maJor companies in the —

years 1949 and 1950, however, indicated thet there had already been

a substantial reduction, particularly in selaries and wages. Such
eaVings may be attributed to modernizatlon of faCilitiee, devaluation
in foreign currencies, and scme economles of the same nature as those
attributed to savings resulting from a merger. To the extent that

savings in this latter category have already been made, they could not

again be realized in the event. of merger but would tend to offset any

. increase in the sevings as a result of wage adjustments. It is also

recognized that among the parties to the merger, there are certaln

differentials in wage scales, In order to piace'ell employes on a
Jonst¥

uniform baSlB, the tendency would be.to increase some wage rates, which

~‘would reduce the indicated savings resulting from a mergere

The companiee' estimates made no allowance for savings in depre-“
ciation expense. It ls to be expected that if facllities were to be
reduced, there would be a corresponding reduction in depreciation 7
expenses However,—it is recognized that in the event of merger, some
arrangement would have to be-made with the Federal Communications Com-
mission to amortize the amount of abendoned”fecilities. Since any
estimate of such en arrangement would be largely conjecture; no adjust-
me&t‘of depreciation expensé has been made.

The companies, in their estimates of savings? did not give any

conéideration to changes in pension expenaes,-]Discuesion with the
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company representatives led the enginecers to conclude that the current
pension plans qf'the individual companies are noﬁ comparable, In

the ovent of a consolidation, a uniform pension plan would have to be !
adopted for the new organization. It is possible that the existing
plan which is most favorable to the employes would have to be adopted,
and‘this would tend to increase pension expenses, However, the reduc-

tion in the number of employes as a result of merger would tend to

decrease the overall pension expense. It is also recognized that the

. peduction in the number of employes would reduce the amount of payroll.

taxes, which also was not considered in the companies' estimate.

From the foregoing discussion, it will be recognized that an
iﬁdependent estimate of the profitaéility of a merger would require a
dotailed and lengthy study which was not indicated for the purpose of
this survey. It was the opinion of 'the engineers that thg savings

résulting from a merger as ostimated by the companies were reasonable

'és applied‘to conditions existing in 1949. The engineers felt that the

net effect of the offsétting factors discussed above and changes in

condmtions since 1949 would not materially alter the companies! esti-

mates and ‘that such savings therefore could reasonably be apﬁlled to

projeoted<;eveia of operatlon.
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" Betlnates of Future Business

The method used by the engineers in preparing their estimates
of future business for international/record communications systems
ineluded statistical studies and limited customer survey, Statistieal
studies were made to determine whether any economic indicators could
be found that parallel the curve of international telegraph revenues
Jin—ﬁhe past and hence might be used to estiﬁate the revenues in the
future, The customer survey was made to find out whether customer
policies might materially alter the‘present pattern of distribution
of raﬁid communications and thus affect the.estimateg established“byi _
tbe statistical method. E

The engineers felt that as the actual users of telegraphic ser-

vices determine the volume.of business, their reactions would establish

the pattern for the future:”.Accofdihgly, the customer-survey soughb

to find out the conditions under which the various types of rapid

communications are used, as well as any indications of intentions to
use cables and radio to any greater or lesser expeny than in the past,
This survey was.gonducted'by interviews with reéponsible persons
in 35 companiesAig 12 different\industries. The aggregate cable and
radio business done by these companies-amouhts‘to-about $2,400,000 per

year, or 7 per cent'of the total public outgoing cable and radlo revenues

- :Ln the year 1949.

_3 The extent ok)ﬁhe,surééy was limited by the time available but

the unusual uniformity of the responses indicated that a pattern of

answbrs had been established and that it vas unlikely that more, i
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interviews would materially have changed the plcture,

i

Statistical Indicators.=-~The engineers tested several<statistieal:véi’“

indicators to determine their correlation with the volume ef'telegraph
business, Among these, they 1nvestiga€ed the pqssibili$y of usingﬂ

the volume of foreign trade (total of United States imports and exports)
| as £he indicator of ‘volume in international record communications, To

test the accuracy of this economic indicator, the eng;neers examined

the- relationphlp of the volume of words (total of incoming and outbound)

_ and the volume of foreign trade, not only for the world as a whole but

" - for various areas of the world separately and for ceftain individual

- countries, -In some instances, foreignh trade with particular arcas

"-:" varied considerably’from foreign trade with the world as a whole. It

was found thet; in general, there has been a similarity of trends between
'.the volume of forelgn trade and the volume of cable words not only for

the world as a whole but for the various areas studied. While other
_“fegzgye than trade do, at times, affect-the voluhe of words, foreign

trade(eﬁiazﬁfly has had the predominating influence onlit.

The relationship 6f United States‘fpreigh trade with international

B _ telegraphlc business is shown in the accompanying chart by the lines

| A and B, It will be noted that although there is a general similarity
of tfends, the correlation is not very close during the period 1941 to
1927. During the war period 1941 to 1945 the normal relationship between
the volumes of words of public messages and other messages, includlng
Govérnment and press communications, was distorted._ Normally, publlcuj
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words account for about 85 per cent of the total words, but in 1944
the public words dropped to a low of 37 per cent, Government words
increased from the normal of about 4 per cent prewar to better than
30 per cent in 1944, and press words increased from a normel of about
10 per cent prewar to about 20 per cent in 1944. The remaining 13 per
cenﬁ oﬁwﬁhe word volume in 1944 included "miséellaneous“ messages, a
low=rate classification used during the war for personal messages by
'members of the armed forces, In the first half of 1950 the percentages
resumgd the prewar pattern, i.e., public messages were 8/, per cent,
Government messages 6 per cent, and press dispatches 10 por cent of the
" total words. |
{«[7 ' _ _ Aggggpylggg.--ihe projectisﬁ of volume and revenue into the future
involves making assumptions aé to conditions that may prevail, The
future trend of the indicators of volume and revenue can then be esti-
mated., For thié purpose, thé Department of Commerce gsupplied estimates
of U. S, imports and exports over the next teﬁ yeabs on the basis of
assumptions made by the enginecers., Amoﬁg these were the probability of
continued tension in the international situation through 1951 with no
outbreak of large-scale hostilities, of a gradual decline in military
expenditures beginning in 1953, of normal growth in gross national
product after 1952, of no general economic recession during the decads,
Iand&of an immediatg spurt in stockpiling of imported critical and
strategic materials, with the purchases falling“off rapidly after 1952,

Assuhptions which, in view of current conditions, the engineers felt
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were equally conservative werc made with respect to exports from the

United Statess .

Future Volume and Revenupse--In the field of international record
communications, the preponderance of revenues is directly related to
the number of words, The engineers therefore used words as representing
the‘ﬁeasure of volume of buginess.

Starting thh 1950 conditions, the line for public words (Line D

in the chart) was extended parallel with Line C to arrive at estlmateb

_of the volume of words for the short-range period 1951 to 1955 and

the long-range period 1956 to 1960, The level of public words was then
raised from 84 to 100 per cent to determine the volume of total words.
On this basis, it was_estimated‘that the average volume of words during
the short-range future would.be of the order of 540 millions of words

per year and for the long-range would be of the order of 565 millions

- of “words per year,

Multiplying the ostimated volume of words by the average rate

‘of 8 cents per word, the‘engineers.condluded that the transmission

revenues of the international cable and radio companies for the short-
range period will be of.the order of $43 millions-pef year and for the
long-rahge‘peried will be $45 millions per year, a8 compared with 1949
revenues of about $36 millions,

% Estimates of Future Profitabi lltx.--The eatimates of future pro=

fitability of the international induatry, based on the operatlon of

the tarriers as separate corporate entitlea,_were’made by the engineers
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for the groups of major and smaller carrie:s..

The estimated internaﬁiohal message revenue was allocated to the
two groups on the basis of the-average of the actual distribution of |
this revenue in the year 1949 and the first nine months of 1950, This
resulted in-an allocation of 90 per cent to the major carriers and 10
per eent to the smaller carriers, To the message revenues thus.allocated
were added the estimetes of‘ether revenues as theprélied~t0»the two
groups,

The estimates of gross revenues for the major and sdaller carriers

;for_the sﬁdrt-range and long-range periods were ag:fqllows: : |

= . Estimated Gross Revenues T
‘Tnternational Industr
ZThousands of Dollar-§—

4

' Short-fange Long=-range
Average Year Average Year

- Major Carriers

~ - International Mesaage Revenue N 38 880 . 40,680
- Other Revenues = - _ _z,glo ' L1210
: Total | - 46,090 | 47,890

X o Smaller Carriers : ’
| International Message Revenus 4,320 4y 520
Other Revenues e 1a797 B A A
Total 6,117 6,317

“ The estimates of future profitability are baged on the above estbi-

meted gross revenues to which have been applied.egtimgﬁgd revenue dei:
duat%sns and other income account ltems. Actual totals for the year

" 1949 are included in the follow1ng estimates of future profitability of

. N | L RESTRIGTED T
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the two groups of carricrs, for purposes of comééiiédﬁ?mmN: o
Estimated Future Profitability
International Indust .
Thousands of Dollarss .
- . ' Estimated
. o Short-range  Long-range
Major Carriers - " fear 1949 Average Yosr Average Year
Gross Revenues 40,626 46,090 47,890
Net Income before ' _
Income Taxess: ' _ o '
Amount = - 828 5,966 7,308
Per Cent of Gross™ :
Revenues . 2.,0% 12.9% 15,3%
Smaller Cg;r;erg ‘ _
 Gross Revenues Y 5,283 6,117 . 6,317
Net Income before ’ . B L
Income Taxes: , RTI _ '
Amount - 309 1,164 1,307
) Por Cent of Gross o
Revenues 548% 1940% 204 7%

The engineera also computed bases for measure of income, to which
“the estimates of profltablllty of the international 1ndustry werse

related. This relamionshlp of net income o the baaes of measure of

’ 1ncoma for the major and smaller carriere for both the short and long-

range periods ‘was as follows: ,; - ,-__A,;_fféfg ;VQ; 
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Measure of Actual and Estimated Income
International Industry
(Thousands of Dollars) . ) Iy
Estimated
Short-range Long=range
Major Carriers Year 1949 . Average Year Average Year
Basis for Measure 56,596 58,369 58,618
Net Income bofore Income Taxest
Amount 828 5,966 7,30
Per cent of Basis for Measure 1.,5% , 10.2% 12, 5%
Smallei Carriers
_Basis for Moasure 8,240 8,988 9,164
B Net Income before Income Texés: o
R Amount 309 1,164 1,307
Per cont of Basis for Measure 3,8% 13,08 - 17.43%

ngerafmabsegvgtiong ' |
| " ‘Tt is clear from what has been set forth above that the privately
":owned U, S. international telecommunications network is an invaluable
asset to this country in peace and an indlspensable military facllity
in time of war, During the earl¥ part of World War II, this network
=" was almost the sole means of linking the U, S..headquarters with ite
" forces overééas. During the war, of course, vast additional networks
had to be created by the military services.
At the end of the war, those private facilitles which had been
* taken over by the Government were returned . to their owners and a portion
of the Government network was dismantled.‘ What was left of the Govefn-

~

mentrbuilﬁ net, however, is still & aubstanﬁialtcoﬁmunications facility,
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and this facility is now to éuconsiderable extent competitive
with the private systems. That is, Government-owned facilities
bui}t for military purposes arc now used by bothAmilitary and
non-military quefnmenéidepdrﬁments for administrative and other
‘non-securlity traffic which might be handled by the common.carrier
companies, faced already with serious economic problems, those
carriers are now faced also with a Government-owned compeﬁiﬁion
which handles much of the business of thé carriers! blggest customer=-
the Government itself. At the same time, it is to the Government's

own best interest'to see that the private curriers remain strong,

for their facilities may be nesded again in timgqu crisis. Indeed,

they are needed nows

" The President's Communications Policy Board can hardly enunciate

a formula which will at once solve for all time this critical problems

STt must be under dbntinual surveillance and Government policies

and bracﬁices must be flexibly adapted to meet changing conditions,

What has ooncerned‘uéwis that there is no adequate mechanism for

"dealihg with the prbblem, for examining its nature, or for evbi%ing
co ;“_solutions. For example, Federal agencies noﬁ'decide for themselves

"Tfat'sdﬁ%fﬁing less than top level which portion, if any, of their

overseas traffic ghall be handled by private-or'by Government facil=

Ytioss And: these declisions are based entirely on considerations of
-convenience, avai}abilit& of circuits, or apparent cost and certainly
nbt on considerationvof how their actions may affect the health_
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y or even ex1stence of the prlvate carriers. -

Wo believe the Government must have a machanism for keeping
under continual review the way in which privately owned internatlonal B

telecommunication companies are’ affectod by Government policies and o

" procedurese The Government should,adopt the general policy that it
. will seek in overy feasible way %o follow such procedures ag will
maintain the health and strength of the common carrlers. The Govern=

ment should avoid, within limits set by national security, such pro-

B

codures as weaken these carriers.
— ' Urgent recommendations have been made to Congress that legisla=
tjfd ~ tion be enacted to permit companies in the internatlonal cable and

' radio fleld to merge._ One -of these recommendetlons calls for one \

'y‘di_,,_ company to handle all Amerlcan domestic and international record com-'

municatlons, thus providing an 1ntegrated gystems
The Board finds no urgent or imperative reasons calling for an
immediate merger of these companies; we conclude, on the contrary,

- that recent improvements in the profitabilityioffﬁhese companies

o —

7'1/encourags -5 continuation of thelr present independent sﬁatus. More=
:; N _ over, in our judgment; a period of partial mobilization is not a:
|  "good time to undertaoke a reorganizatlon of these important components
V- f" " of our communications -systom. |
’ Our conclusions in regard to merger are based on conditions &as
7 we now find them and can project them. - We believe, however, that the

. gituation can change and that the welfare of our national conmunica=

thons system demands constant attention to'fhevcéﬁditidﬁVEﬁd stability =~

@ v : N o
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of theso companies, We recommend that the»Telecommunications
;Adviwory Board, proposed in Chapter V, toke this as one of its
;'—asstgnments, working jointly with the Federal Communications
Commigsion. We are mindful of the strong convictionvheld by in-
formed members of Congress and others that merger is desirable,

" While we bolieve it in the national interest that seeh a merger'tei
doferred, We, too, recognize that chenging.comditions may provide
‘compelling roasons for a merger later:on. If'so; thesershould be
“adequately anticlpatped by the Teiecommunicatiens‘Advisomy Board and
by the Congress. The kind of merger which might thus be indicated,
as me}l as the timing of it, may be dictated-not-emiQ-B&'eeonomic '

' . forces but by the wisdom of the Government's own policies vis-a-vis

.- these companies and by technologicai developments.. Such technolo-,v‘

glcal developmente, in fect, may prove to be the conclusive factor

‘fin determining the future .of theee companies.

Conclusions
1, The Government should adopt the policy of maintaining the

strength of the private competitive internetional communications

H 2; There ehould be a Government agency charged with the respon-

sibility for 1mplementing this policy.
% B
3. Urgent recommendations ‘heve been made to Gongress that

. legislation be enacted to permit companies in the lnternational

‘
cable and radio field to merge. One of these calls for a single
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company to handle all United States domestic and international
record communications, thus‘providing an integrated systems We .
| find no imperabive reasons calling for an immediate morgef of |
these companies; weo conclude, on the contrary, that recent imprdve-
ments encourage a continuation of their preseht independent status,.
Moreovef, in our judgment, a éeriod of partial mobilization is not
a good time to underteke a reorganization of these importent com=
ponents of our communications system. Qur conclééions in regard to
T merger are based on conditions as we now find them and can project
. ‘them, We ‘recognize, however, that the situatlon can change and that
the welfare of our communlcatlons system demands constant attention
/;1".to the cond;@;on and_stabllity of these companies. We are mindfui
.'of the sﬁrong'conviction held by informed members of Congress and
. others that merger is desirable, We have axcertained that interested
| Government departments are divided in their views on the subaect.
, Whlle we believe that the national lnterest does not at this time
e requiré>the repeal of existing‘prohibitions agailnst merger, we
" recognize that changing conditions may provide compeiling reasons
”tfor a merger latér on. If so, thirfaﬁticipation by adequate study
and legislation will-be‘essential. The kind of merger which might
| thus be indicated; as woll as the timing of it, may be dictated not
wnly by normal economic forces, but by the wisdom of the Government's
own policies vis-a~-vis the companies and by technological develop=
mentse Technological developments may in fact b;o&éwtdxbé'théri B

Q%; \ conclusive fdbtor in determining the fubure of theée companiese

, X * ox ok kR & |
Approved Fof Release 2002/01/0463A13Pf$4-00499R000700100001-8




v

Approved For Release 2002/01/04 : CIA-RDP84-00499R000700100001-8

) 236, -
CHAPTER V -

GOVERNMENT ORGANIZATION

7Our‘study$ofveach of the main telecommunications problems to
which we have addrdssed ourselves has led us to a single common
hE conclusion: The United Statés Government must strengthenrits:orgaﬁ:f;;;‘/7
| ization to deal on a continuing basis with ﬁelecooﬁunioatioﬁs policles
. and problems. _ o
In our study of the problem of scarcity of space in the radio
| spectrum relative to increasing demand, we found an enormously
complex problem-of frequency management. The;GoVéfhment,is trying? s
tofoope with tﬁis'problem by dividing respongibility for frequency
. assignment between the Federal Cpmmunicatlons Gommission and the

President, and thus - establishing a dual syatem of control over a

BT,

‘*isingle physical entity.v_;‘, o,
In our study of the problem of the relatlonships of chernment
- 7communications,activities-to non-Government activities, we again found
divided responsibility and & lack of conprehensive assignment_gﬁ'
authority to deal with the problem as a‘wholo;~ Noﬁhere did we find
liféﬁ?;ﬁéency or system of collaboration among existing Government agencies
: dealing comprehensively and continuously with policies or integrated
‘ qgecution of Government programs affectlng non-Government telecommun=
““joations activities. ‘

N In our review of the question of merging the overseas operations

!

e%p b of our commercisl telecommunications companies, and in our examination

’ Aﬁé‘rd&?é’d"%? ﬁéﬁ%%%ii‘@o%el/&z?m@ﬁiﬁﬁll?g} %%4%%&31(?5’?03{1 o aygr ooneroisl
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telecommnnications carriers, we were struck first-by the lack of |
| economic and technical information on which we could base & sound
conclueion. Although we decided, on the basis of the facts and
-testimony we were able to collect that no Government action need
o Q be taken now to assure the financial soundness of these activities
'-'f»“lﬁl .t =lfor the immediate future, we errived at the strong conviction that the

y S ' Government needs to strengthen its exlsting orgenization to keep a=

©  preast of economic, technical, and other data affecting the heclth’wliap;;.,?

N ~© of commercial telecommunications carriers, 80 thetmhelpful“meneureeﬁgcn;:
o " be token promptly whenever conditions_require them, »
| -In our efforts to discover thencurrentretate of Government
4; Z.l;_ [,‘i ‘telecommunications-policy as preliminary to recommending needed steps
toward a total national communications policy, we opce more sncoun=
;1’tered dispersion, confusion, gaps, and deficiencies in the product _
":;7‘f “g{*’ "fiand performence of those agencies charged with telecommunicatione
~ . pelicy responsibilities. ‘ﬁ_' - e
Since our appointment -the nation has passed into a state of
”'li;él.national emcrgency, and our ccuntry faces deepened crisis and
4‘heightened threat of war. Thus wd examined the problem of the need
‘for appointment now of a Board or Administrator of Defense Communi- ,
‘V’_ . cations, "to exercise the President's powers over the nation's tole-
;ﬁcommunications syetem, public and private, in the interest of the
';national security. Agein we concluded that neither existing organi-

zations, nor the creation of an ad hoc organization like the Board

3 @ - of War Oommunicati'ona , would snfi‘_ice. We suggest that the permanent
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agency we describe below, headed by a board, or by a single indi-
' vidual}cah discharge: these responsibilities,

During the past‘ygar‘wémhave becomg aware of the possibility'of
radical technical developments wﬁich may afféct fundamentally the
economicé and the engineering of our present telecommunications
sjstém,_particulgrly inithe_internationalfield.‘It is impossible
for us to*foéesee the specific impact which these developments may

: have., Bub we are more than ever convinced that the Government re=  ;irJ
quires a strengthened telecommunications organization to keep such»i;’
-ddvelopments under constant rev1ew.
| Both the present and the potential threat of unfrlendly inter-

ference to international communications underline the urgency of the
need for this strengthened,organizatibn.
- Dimensions of tg‘e P;;oglgm g o

T - Tﬁe telecommunications ‘field is one affected with the public

“.. interest. : | - - ’
- B s o,
Telecommunications by wire have long been regarded &s such a

>  ¥?:;J business, and therefore appropriately subject to rogulatlon by pub-
"ﬂ,lic authority.

Telecommunications by radio fall even more clearly into this

clags, since the basic medium they use for the transmission of ‘in-

f%rmatlon lies in the public domain.

s rm——

Nature has presented the inhabitants of this world with what
used to be called. the Mether," the medium through which redio waves
of all frequencies are propaggted.‘ Like the air we breathe, the

T ApRiRYed v Palpase 899?@‘5@ aCIARDBS,004RARRO0LD0 100001 1here 1s
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not enough of it to accommodete all claeimants. Everyone who uses a.-
portion of the radio frequency spectrum automatically excludes others
from-using this same portion at the same time, unless the other po=
tential user is far enough away geographically to cause or suffer
oniy tolerable interference, Since impulsQS’of certain frequencies can
be sent by low power half waynaround;the eartb;theﬂgoqﬁlicting in-

tereets of peoples in all nations of the earth, as well as of all

_ those w1thin a single nation, must gomehow be brought into harmony.

¢

-Qlearly'it is ‘& respongibility of every government to manage. .

- this world resource, this olement of the public domain, in such a

way as to maintain an ordered uge of the radio spectrum by its own .

citizens., Each government must also reach agreements with other

\ T

governmonts for equitable eharing and mutually oompatible use of

AY

,”mthle world resources.

The Government of the United Statea hae recognized these

iresponsibilities for many years, and has from time to time estab~

- lished s succession of agencies to deal with various aspeefs of this

problem. But as the use of the radio spectrum has grown, as the

Government has itself become a major user, and as other nations

\\ ) .
of the world have sought a larger share of the spectrum, the problem

has outgrown the authority and capacit§'ofwe;iatipg ggyergpent.egen: o

_ ¢ios to deal with it, - S ol
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What dre the major issues arising oub of the problems and L

responsibilities the nation now faces in utilizaing its te1¢cémmuni:f;;;?f

'_cationa resources--including both wire andwradio;-ﬁhich existing,
‘ agencies are admittedly not equipped to handle? We havc found five.
1, How shall the United States formulate policies and plans for

guidance in reconciling the conflicting interests and needs of Govern=
¢ ‘

.ment and private users ‘of the spectrum space--that is, for guidance

»Vin making the best use of its share of the total spectrum?

- , 2, How shall the United States meet the recurrent problem of
) managing its total—telecommunlcatlons resources to meet tﬁt changing’

'fdemands of national security?
'3. <How shall the United States develop a national policy and
position for dealing with other nations in seeking international
!_f_telecommunications agreements? 7
| " 4o How shall the United States develop policies and plans to
:Qfﬁffsgﬁggégggkppgpdneggwand vigor of its tolecommunicetions industry in
the face of new technical déveiopments,‘qhanging needs, and economic

“,developments?

5, How shall the United Statos Government strengthen its '
" organization to cope with the four issues stated above?

The first four of the questions require brief explanation.
1. Bg_gggiling Uses_of: the Svecirum. This task--which is

‘ kqun as'frequ@ncy management—-is one of griormous® technical complexity.

-

Different ‘portions of the apectrum have radically different propaga-~\

o - . b .
AbbroeherBeRETA bR e BT B oS00 0 b0 00001 8 |
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. Some are usable for long-distance and other only’for"short«haul
purpoaes. Their efficiency also changes from night to day, and from
day to day, and is affecped‘by atmospheric conditions and by sun spots,:
WTechnical edvances_in the art alter the degres of possiﬁle use of a
narficular band, The difficulties inherent in these facts are’aggra-
vated by the increasing congestion of certain spectrum bands.
‘ - Byﬁnetter management of the spectrum, much more could be done
‘with frequencies now evailable, - There 1s opportunity for more effec{
- tive sharing of frequencies, for more intensive use of indiv1dual
_ frequencies, and inc;eased economy in kilocycles assigned to each
‘ ‘fi;, circuit. Sharing includes division hoth cf time and of geographical |

g area;; Frequency-conservingpracticescall for use of the most effi-

‘.Acient and stable receiving’equipment available, ccmpanible“winh.

:*%f economic aoundness. . These 1n turn permit smaller ellocations of
spectrum gspace to accomplish glven tasks.

‘ v ) The assignment of space in the spectrum among private users
'1;v€”%31f¥": (including -state and local but not Federal Government agenciss) 15'44/-
. vl. a responsibility of the Federal Communicetions Commission (FCC).
';vf_?he total amount of such space available for‘a551gnment, however,

" is not detormined by the FCC. In effect, it is deternined by the
ﬁPresident, who le responsible forAﬁhe asggignment and menagement of |
Ktnoseffreqnenciee used by Federal chernment egencies. The Inter=

- “department Radio &dvisory Gommittee (IRAG) is the instrumentelity
€%b. ‘ eJ‘f' ﬁ through which frequenoies are aesigned to Federal users. Thus far,
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no national policy has_existed to clarify this dual control of a
singie resource and thus to aid in governing the apportionment of
space between private users and Government users as groups. No cri=
‘teria have been established for use in choosing between the conflict-
ing needs of a Government and.a private egencys =~ 7 -

2, National Security. In the present period of recurrent
;crisis, it is iikely that we shall be faced with a continuing problem .
of adjusting the use of telecommunications--pspecially radlo frequen-
”-.cies-—to what may be violent fluctuations in the requirementa for \
national security. Indaed, we may face a situation in which the
‘-E,President's emergency powers to control, teke over, or close down

* eommunicationa f&cilitiea will have to be invoked, and afrangements
(e for the delegation and exercise of those powers will be essential.-~
FV(‘LfWe may also be faced with the nec9551ty of creating wholly new
"telecommunication facilitiea. |

Telecommunicatlons of course pley a major role in the economic

" and cultural 1ife of the nation. They are the V1ta1 nerve . system

i}'of our modern military establlshment. ‘Since spectrum space is de-

”5.:imonstrably insufficient to meet both the full needs of national se-

.7}.curity and the full needs of other affairs, ‘the latter must give way
f‘to the former in time of emergency. Whon the emergency_has pagsed,

;/fiequencies and facilities must be restored to clvilian use. To

5‘create an ad hoc agency to meet each orisis as it comes would be a

ulumsy expedient at best, and indeed the. problems of transfer and -

retransfer of apectrum apaoe and of facilitles ‘for using it are too
Approved For Release 2002/01/04 CIA-RDP84- 00499R000700100001 -8
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| complex for ad hoc control to be adequate. A continuing mechanism
it is needed far the foreseeable_future.
o o o 3. International Agrcements. Just ag the United Stdtes has
. - ‘. no clear policy for dividing its share of spectrﬁmvgpace, so it has
f e ;laoked,satisfactory meanslof determining policy as\a bagis for nego=
- ;' tiations with other nations for the world division of the spectrum,
":The United. States, in preparing, positions for international negotia-
tions, has in effect asked Federal and other claimants to state.their
. s“.t¥f"; . needs, and then presented the total as the United States requirement,
.In thoso portions of ‘the spectrum where these totals have been small
" snough to fit W1thin the world complement, our delegations to con=
'{ferenoes have had a negotiable p051tion. In gome cases, however, the
N_tptal stated requirements havc exceeded not merely those which could
j‘n reasonetly be put forward as the proper United States share, but have |
"aotually exceeded the total physical content of the bands. Further—
L f@fmore, there is no permanent mechaniam by which the stated requlrements
ll:?,ﬁ;;;;;,of\the United Statos users could be adjuuted with equlty and safety.
;j*qi"fi;;-l:in?fﬁThe imperative need for means of making such adjustments hardly

Ki

NIy _,"?equlres elaboration, :
. 4 lelnteinine s Sowd Tndustzy. The private telecommmica-
QR Vfﬁv}.tions-industry of the United States, 1s one of the nation's most

L

ok : ~
L valuable assats in peace or in ware The normal life' of the country
is supported and facilitated-by it in numberless ways. In abnormal

times, the- industry can place at the disposal of'the nation its large

' ‘ - - RESTRICIED '
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reserve capacity, built up because #of-its competitive structure,
This capacity helps to take up the immediate surge of military

requirements. The indusﬁry can releage radio frequencies, cable

e e

capacity, and other communications fecilities, when required for
Government purposes, without seriously affecting its abllity to
carry the civilian load.

It is essential that the industry be in sound economic condi=-

. tion. Some of its componente, however, have faced serious diffi=-
culties, These hame arisen in part from changing economic conditions
and from neW‘technical devclopmenta, and in pert.from the varying in-

:j'ternational eitnation. The industry also has objeoted to practices

- and policies of the Govcrnment such as taxation policies, subsidles

j to competing facilities, and the Government'e inereading extension and

. ol
uge of its own’ communioations system, To meet thease difficulties,

| 5fthe companieu have from time to. time teken indiv1dual action, and

- from time b0 timo Government hes béen of agsistance to them in rats

;"adjustments and other ways.
. i But there hes bean no 1ong-range study of the question, no
;:long-pange planning. There should be, No egency of chernment is
'eﬁin e position to take a comprehensive view of the problem. Regula=-
J'tory authority over all communicntions common carriers in inter=

" state commerce, wire ‘or radio, is centered in the FCC, However, the
" FGC does not heve power, for example, to- require Government agencies
. to meke greeter use of private facilities, or aven to investigate |

 'whether such transfer of traffic would be feasible or desirable. from

"the: Government‘s point of .view. There is nho egency. qualified to’ advise |

: Approved For Release 2002/01/04 : CIA- RDP84 00499R000700100001 8
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"-"nmust not be considered<as entities in themselves, They should be
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the Prosident in fields where the intetésté“of pri#até éﬁd Govern=
ment telecommunications users are in cotflict. Meanwhile, in the
absence of guiding policy, the action of Government agencios could

' seriouqu handicap the industry.

; In addition to these special problcms which are directly con=

. cerned with telecommunications policles and programs, it is noces~
sdry,to keep in mind tbé fact that these policies and programs do not
exiat 1n a vacuum; they are part and pgrcel of the policies and oper=-
aetions both of the Féderal Governtent and of the_pqlitical}'economic,
g military, and social 1life of the country as a while. Therefore we

‘ must take into account in eotimatlng the dimensions of the problem

befora us, the point that telecommunications po]i01es and programs :

. “constantly related to the larger whoie of which”they‘are'part.
One further fact is important in understanding this problem.

" All Federal Government agencies ‘have interests a8 uaers of tele~

‘ :'communications. The degrae of user interest varies; the most promi~

" nent users’ are the Department of Defense, the Department of State,
}fﬁand the Civil Aeronautics Administration. The Crvil Defense Adminis-
tration is vitally concerned W1th the adequacy and dependability of

zfdomestic commnnications. The General Services Administration has a

2 {_.threefold interest: as & user, &3 a providef of 1ong~distance

oK
communications systems to other Federal agencies, and as the con=
" troller and manager of telacommunications (sub;ect to certain restric-

/

ti%ns)”fdr.all'Federgl.agéncies. The Federal Communicétions{qu—

-~ Approved For Release 2902/0%’%]%%P84-00499R000700100001-8
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nission, although_not itself a prominent-use:, speaks ianederal
Government'councilowfor the interest of the non~Govonnment usen.‘
Whils ail Federal agencieovhave greater or lesser intecrests
as ugers of tolecommunications, the use of telecommunications as
“guch 15 not & major interest or function of any of them, but is a

: tool to accomplish their missions.,

¥ K K K R ¥

The problem now facing the ‘Federal Govornmenﬁ is how to
organize itself to meet its regponsibilities for pollcy formation
- and program execution in the telocommunications field, Wthh will

Cu_meet_the four special problems just ontlinod.

Oaa
We turn now to a study of the existing Government telecommuni=-
| cations agencies to determine the extent to which they cen cope w1th :
;the problem Justvstated. In Order,'they are the Federalrgommunica-
tions Commission, the Interdepartment Radio Advisory Committee, and

‘i‘the Telocommunications Coordinating Gommlttee. Their position in
h _ the intricate pattern of national andyinpernatlonal telecomnunicaw
i _ tionq_ia_1ndicatedninﬁthefeccompanying-pharb.' In our gtudy of

/Approved For Release 2002/01/04 : CI'A-RDP8"4-00499R0\00700;I00001-8
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o ‘each of these agencies, we have examincdwtpo record and discussed
with'qualified observers the basic naturc of these organizations,
.their past rocord and their probable adaptability to meot morerado~
quaﬁely the exigencies of the_presenﬁ and future. We have been
mindful of the advantages of building on existing men and organiza-
! }‘ tiohs; we have no wish to add to the number of existing Government
~ organizations unléés the need is'ipéécapablc; we havelooked for
:  ways and means‘of adapting these agenclies so they can more effectively
S _”_‘,viaarry out the tasks we think need to Be done, or done beﬁtgr;
From this‘apécial.pointrof view WG have appraised each of these
Vi;agencies,‘és a;meahs of arriving:at our conclusiﬁn-as to what should

3__,  be done to strengtheh Governmcnt teleccommunications policy machinery,

' Tho Federnl Communications Commission
&”f;1,~ f:_’ 'The Federal Communications Commisslon was created by the Commun~ ”

7'1‘ficaﬁidhg Aot of 1934 as an independent agency to régulate interstate .

;;;\V( " and foreign commerce in communications by wire and radio. The Com-

"f Q7{;g‘;’k“.<miasion‘s Jurisdiction extends not only to private:rddid broadcasters -

Ty EL .

v ‘:7}*nfand to common telecdmmunications-éarriers thaged inAiFtérstéﬁe(and e
fbréign commerce; but ﬁo the communigétions dctivitiegiof stateu' .
lJland'ldﬁal.governmentSvas wally | '” | '_ ) '
" The ultimate public policy embodicd in the Act is

* W0 make>avai1able, so far as possible, to all the
people of the United States a rapid, efficient, Nation-
 ‘wide, and world=wide wire and radio communications service .

, -with adequate facilities at reagonable charges, for the .

. Approved For Release 2002/01/04 : CIA-RDP84-00499R000700100001-8 -
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purpose of promoting safoty of life and property through
~ the use of wire and radio communicntion...."
v = An immediate objective was to soeure "a nore effective execu=~
tion of this policy by centralizing euthority heretofore grented
by 1aw to several agencies nnd by granting edditional authority
with respect to interstate and foreign commerce in wire and radio
communication,..." i/
, f-!ﬁ‘, 1 j | f The Oommission has broed powers to rogulete common carricrs
) ”ffengaged in interstate or foreign communications actIVities, and T
' redio broadcasters. The Commission enforces. those prov151ons ‘of
.-_the Act which require shipe to cerry specified radio equipment and
o comply with procedures for safety. at seay The Gommission carries out
1 “S".ﬁt;'»ﬁi.fthe necessery inspections,and investigations; end cen‘compel actions
o wﬁ$€;ﬁthose 1t regulates to'oonform'to the ‘broad purposes of the Act.
" The Act provides sanctions and empowors the courts to enforce Com=
' :ff mission decisions. The Act also specxfies elaborate prooedurel
‘irfrxf}fffiprovisions, designed to afford eppeals to the courts to any party .
| ‘V ;.,who is aggrieved by a Commission decislon, or Whose interests are
'1‘Aff‘g~:f affected thereby. These provisions for due process of lew, theee

protections against erbitrery or capricious Government action are

' necessary elements of the Commission's c0ncept end conduct.

ii %ftommunicetions Act of 1934, a8, emended, Sec. l. lAV.
K . . . T Sieo. o . i L : » 2 it r:‘l‘“_‘:._ ._“;4_4,_, t"‘;

e B B SR TR SR B :
‘ ) . N \. . P
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The Communications A4ct was passed with the intention of
oentralizing in one sgeney the task of viewing non-Federal Government
communications as a whole, of developing communications policioes:
for wire and radio on an integrated basis, and of providing for
rogulation of apecific forms of communication with duc regard to

the effects of pafticular actions on other forms of communications.

It was recognized this was a technical field in which Congress could

not hope itself to carry out the quasi-législati?é proceés of rule=

making, or the administrative process of applying the standard of

"public convenience, interest, and necessity" to numerous specifie

cases, Those provisions of the Communications Act which require tﬁe

- Commission to study special problems and recommend legislation to
",cure'ﬁhem expiicitly reflect  the intent of Congress toigive the Com-
‘mission special policy-forning responsibilities for ﬁelecommunications

* matters.

As such, we considered cdrdfully whether the Communications Gom=

- mission is not an-appropriate place to putrthe funetions we_have.in'~

s

" The Communications Act'itself, however, suggesfs otherwises

Q;vision of Powers betwcen the President and the FGG. The Com-

"~ munications Act vests defense powers in the President alone, and
}didﬁdes Government powor to assign spectrum space, While the pro-
 “amb10 to that Act recognizes the value“bfioommunications to national

- dofohse, and inplies that the Commission has a direct interest in the

" RESTRICTED
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i

I | management of telecommunications for defense ﬁurposeé, Section 606V,
lxof_phe Act clearly vests in the President the power to take over
‘civiliun telécommunioatiohsngcilities,‘both wire and radio, for
}Vemergency and war'purposes. The President need not turn to the
-Commission for any sort of prior consultation or advice befofe‘sxr
‘ércising his powers under the Act, Furthermore, Section-305.of the
4ActAspecifiéally gives the Fresident'thé ﬁowér to assign radio fre-

qugncies to Government stations, and specifically exémpts Government

b Lstations from the'licensing and other fegﬁiatory powers of the Com=

+ mission when they are oporating as suchy The-Actwon the one hand.

K provides no standards to guide the President in- a531gn1ng frequen01es
8 74’%f‘ ; ’to Government stat;ona~ hid dobormlnation is £¢nal On the otherxhand,-
f'fjfffj the Act placos the Commisaion under-no duty to respect the President's
:3{:1l‘7i3ff;f;i“?a351gnmenta, either the Gommisgion or the President cou]d start a_
‘.?:;9€ ‘radio‘war byfassigning,@ frequency alneady in use to an 1nterfering
| | |  ’Simi1arly,in'the field of foreign reiations,'the preémble to
% ?i ;the Act suggests'the Commission should cOndern itself With foféign

‘;Liéf;relations by includlng, as part of the Gommission's broad publie

;‘policy objective, regulation of forelgn commerce in part with an eye
' ff{ilf to fostering a rapid and efficient worldw1de wire and radio communi-
) gation service. . Yet it is patent that Congress could not and did not

‘t_wish to give the FGC powers in the field of foreign relations which
R TP ,‘.i;'?; b R SR ; N
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‘are constitutionally within the prerogative of the Pregidents

.

This division of reaponsibility offered ample room for the

Government to get‘igs telecommunications policies and'a@ministrs-
tion into serious snarls. Tso factors have worked against this,
One is the relatively small neéd for olose coordination’between the l
5"" = Commission andithe Chief Exebutive during the early years of the
. Commission's lifo; the other is the spirit of sensxble cooperatton
which has marked the relatlons between the Commission, in partlculsr '
 1ts chairmen, .and the President.
”{’{‘\ flﬁ‘l The Gommunlcatlons Act was passed at a time when there wad far
,‘less conflict than there 1ls now between the requirements of the
:;;,Government and the requirements of othor clalmants ‘for radio fro= |
:”‘quencles. Technological and economlc dovelopments kept pace with -
;.éf;;"!;~€i,' wvalid demands for frequency aseignments, in the main. Expectatlons‘
: | for defense needs Were geared to the'thinking of the tlmes. The
ii natlon's concept of the sjze- “and 1mportance of its, responsmbllltles
ijand‘oommitments in the‘?ield_of ?erelgs reletipns,wes alsojfar‘more

_;,modest than now.‘_ "~‘j | '

 fv;jifrE':ﬂ;f'eVer’ ade £ facto politlcal result, not- a- necessary legal result from !
f}the Powers and structure of the Commlsslon and legislative SpGleL-
'1“*l{cat10n of its relationship to Gongress and to the Executive, The

“?1?111‘ Commission, as-an indepe“de’“t regulatory agency, does not report to

theyPresident, nor need it consult the President in arriving at its

O . . A . . [ ! . EURSPU S A

I.:,.' - o
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decisions in actions before it, Hembers of the Commission are
. appointed by the President, with the edvice and consent of the

Senate. The Commission must come to the Burecau of the Budget in

presenting its appropriations requests to Congresé;-'The'Commissiqn

-1s subject to presidentlial power_ in reorganiiation and management
matters, The President on tho ﬁn; hand has lssued Executive 6rders
‘affecting the Commission and its participation in Government activ-
itles, and the Conmission has complied with them, On the other hand,
the President Has been éhary indeed‘about using his‘budget and ’
eorganizatlon powers with respect to the Comm1351on. Chairmen of
 'the Commission have voluntarily taken up many polloy matters thh
the White House, and the rocord,shows a high degree of roperatloq
" on matters of joint concern, - | | |

Congre gailonal Interegt. Relationships between-the Commission and

the PraSLdent are slways. condltioned by the views of Congress—-and 1n7

3 particular of those Senators and Representativeg who take 6 special
: t interest in broadcasting or other communlcations matters--as to the |
"')proper role of the Gommission and the dagree of 1ndependence from

. "the President it should\enjoy. o |
Many Congressmen take special Lnterest in matters before the
'Gommission which may affect availability of nationwide outlets for
:political debate, or which may affect communications activ1ties in

‘their home areas, These interasts are 1argely concentraﬁed in the

‘ flGl&S of broadoasting and television. Wé takeraccount of this facti'

ey | | BESIRICIE oo T
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hore because of its effect on the Commission's frgedom to emphasize
the various parts of its total responsibiliﬁy Qnder the Communica-
tions Act according to its own sense ofrtheir importance or
priority.

Some Congressmen regard the FCC as an "arm of Congress," and are
anxious that the Commission maintain a healtﬂy independence from
presidential influence and control. B

Hoover Commission Views. The Commission on Organization of the
Executive Branch of the Goverament (the Hopvef Commission) pointed
in 1949 to the dilemna under which the FOG has long suffered: the

_FC@lhas been unable to deal effectively with‘the work-1oad before
it because it has not formulated‘the broad policies bo guide its
decisions and thereby expedite lts handlihg of'cases;,iﬁ‘has been;
 unable'tp formulate'those policles because of the prossﬁre of current
s buéiness.- The.HOOVer;exbéfté aléo raported that the FCC has charac-
teristically facadliis taské.by dealing with problems as, they arise,
~‘rath§r than by éonscious policyhmaking, planning, and programing . |
;fdx tﬁé broad fufure of communicetions regﬁlation and development,
= ~1v”:i ey Otlier Views. any have pointed to-the tremendous burdens placed
‘ "oﬁlthe dommission by requirement; for hearingé and other'time-consuming
‘;A_prgceééas needed to furnish brotection-to the rights of claimants._

R , — e
_The FCC has been hampered in the discharge of its full regulatory .
 responsibilities by difficulties in getting funds to make requisite

* ‘ oL . ‘
inspections,: special 'studies, and analyses of pressing regulatory -

. Approved For Release 2002/01/0§E3RIEHEP84-00499R000700100001-8
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problems, All these counsels have been urged‘as reasons why we
should not recommend for Lhe Commission new responsibilities for
critical policy-making tasks, dealing w1th frcquencm utlllzatlon
both by GOVLrnment and by non-Government agencles, and‘;rcatlng of

other comprehensive telecommunications ilssues.

Vle are also impressedvby the fact that no-Government agency or

.offlclal with whom we have discussed this matter, including the

Chalrman and members of the FGC, has recommended that we expand the

powerg_and staff of the.FGu to deal with the policy-forming problems

we think musﬂ be met.

Appraisal. . The arguments involving excessive work-load, method

" of organizatlon, and. time-consumlng administrative practices are per=

‘guasive but not conclusive. The Commission has elready talten steps

“‘and expects to complete this process by the end of 1951,

The argument of excesslve concentration on the problems of

. domestic broadcasting and'televiéion is even more persuasive.’ We do

not think thab the Commission will ever be free from the peraistent

}pressures which force it to devote the maJoriby of Comm1551oners'

 time and atbention to theSe portions of the field. The solution of

_dividing thé Gbmmission into panels, already authorized by the Com-
K

- muntcatlons Act is not a complete anSWQr, as suggested by the

| Hoover_Gomm;ssipq_peport., Slmllar conclusmons were stated ln 1949

[ ‘." . ., o ‘ . ‘“ . SR K
B P RESTRIGTED |

b T N e
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" by a subcommittee of the- Scnate Committee on Interstate and Foreign
. Comme?oe.l/ Pénei.considération and decision is not Commission con=
gideration and décision. To ‘organize & regulatory éommiséion<into

\- i v \

fpanels according to speclalized typés of work is to divide what

frshould be comprehensive attention to the interrelations of communica;
,'ﬁions problems. | B

. . The two,mdét iﬁpo£55nt‘céﬁéidérétions against placing- new func~ |

;‘ .y ;} -tions in FCC,. and in our opinion}the conclusive ones, are ﬁhese.'

L First, the FCC in its papagit& as re?resenﬁative of tho interests of  ; :

' :non~FédergI communications agenoies, is in efﬁéot\a usef. As such,Av

EEEA

ik wbﬁl&lhever be accepted as an impartial arbiter by, other Federal

-‘;ji5‘~‘.power'to make»decisiqns which affoét the adminigtration of gxocutive

G agencies; or which.relate closely both to foreign relations'and to

R

L% 1s, Tept 49, 8lst Cong., lst Sess., Feb, 10, 1949, ppe 2-3.
. 'Despite the provisions of Sec. 5 of the Communications Act, the
.. subcommittee thought "that adoption of the panel system without
i - enactment of legislation specifically dealing with the subject is
s Hot contemplated by the existing law which contemplates that all
Sl i decdsions must be made by the whole Commission." With respect to
st the merits of panels, the subcommittee concluded that litigants had”
“w; ,‘-:,” - & right to expect that decisions on matters affecting them vitally
' 4 - ghould be made by the entire Commission authorized to decide such
© ... - issues, 'However, "the Commission must: find a method of speeding up
.1 - its work and reducing the current backlog of cases, which we are
" informed represents as much as 15 months' work."! The subcommitiee
Seoowih oo mede concrete proposals to that end, and recommended reorgenization
".oir ot of the FCC into the three functional divisions (broadcast, common
“ .. . carrier, safety and speoial services) recommended by the Hoover ex=-
-perts and in process of adoption by FC?, ' ' o

AL

“

O
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national defense. Theee muet be -made by the President.,

’ The Interdepartmont Radio Advisory Gommittee _ '“ D e

The Interdepartment Radio Advisory Committee was crented in
922 by lestter to interested Federal agencies from the Secretary of
Commerce, for the purpose of coordinuting the uses of the frequency
- gpectrum by the several Government &genClCS. Thus it antedates both-
‘.‘ the Federal Communications Commission and its predeceesor, the Federal
Rndio Gommiseion. These agencies'mere brougnt in en their creetion,t* '
however, and IRAC has always been the nearest approach to an in- :
cluSive body in which the needs of both GQVernment and non-Government
agenmies for frequency spectrum space could be conSidered.
IRAC membership has alwaye included those Federal agenCies most
interested in the use of radio communicatione. Eleven are now .

;?”fn;*]fof‘j‘ represented‘ the Department of Agriculture, the Department of the

.xyi[e{‘ff“fD , Air Force, ‘the Department of the Army, the Department of Commerce, the f o

5f Federal Communicatione COmmlSSlon, the Department of the 1nterior, ‘
?Lﬁ'“t ; o n - the Department of Justice, the Central Intelligence Agency, the De«

?i, partment of the Navy, the Department of State, and the Treaeury Depart-

ment. The Federal Oommunications Commission acts ae spokesman. for
fu;t}':feff,f‘ non-Government users (that is, ell users not w1thin the Federal Govern=
‘i}e v ment' state and local governmente nust come to the FCC for. frequency
egignmente). Other Federal agencxee are preeent or represented  "
'; when matters offecting them are before the Committee. ’ fﬁj'~J‘45\f
l&gg_; ig Q £roup of ugera. - '; :;}%ii‘we' |
AU RESTRICTED ’ | -

v,
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As such, it has been severcly limited in its capacities as a
policy=~forming body. The practices and priorities it has generﬁted
‘ have always been restricted to those by which a group of users with
equal rights could get along. |
IRAC's most important task through the years has been to serve
. a8 ﬁ technical forum in which users could agree on assignment of
. spectrum space to Federal élhiménts, and in which Government users
could inform the Federal Commhnications Commisgion of their comments
on proposed Commission allocations éhd assignments of frequencies to
P non-Governmenﬁ users, The Commission, as spokesman for the non=
Goverument users, could also comment on the effect of reqﬁésted
“;« ‘__' -QSSignments‘to‘GOVGrnmenﬁiqsers.on present or future interests.of
1; _6ther USeI'S, | | ‘
IRAG's decisions are incorporated in a Station List which is not
, K available ﬁo the public, _This;list gives all particulars roquire@i“
: :“\{. .+ for coordination necesaary to miniﬁiﬁe radio>interférenCe. These
fﬁki"';‘€:>'g?iparticulars are binding dellmitatlons on the use of the ass;gnment.
IRAC recommends to the Preaident llsts of broad a531gnments of
“frequencles to Federal users, whlch are then promulgatod 1n Executlve
}'JOrdevs. These orders ‘have recognlzed IRAC by reference; in glVlng
i power to make interim a531gnments pending preparation of a new
"7 'Dxécutive Order.‘ Theaa orders were expected to be lssued once |
1_every two or thrae yaars, nothlng is fixed about this perlod.

_AppfdvedsFor Relgasg'2602/0.1/o4  CIA-RDP84-00499R000700100001-8
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‘However,-tho latest order eppoéréd in 1944, end there is little

prospect for a new one in the ncar future, IRAC, or in effect

its’sponsoring agenéies, has given higher priority to other tesks.

\ Problems_of IRAC., Theoretically, since the IRAC "adviges" the
Prcesident on'the use of his power to assign frequencies to Government
users under -the Communications Act of 1934; an appeal can always be
made to the President. Practically, such a case would come up only

N_’ if an agency felt that it was denied something so important that the

. ':‘agency thought it appropri&te to bring its request to the President's

“attenbtion. As a group of users representing coequal agen01es, IRAC
:jz has a de facto rule of unanimity in frequency assignment matters. In ;:’/_
practice, there have been only three or four cases in which an ag= /
Jivgrieved department did appeal to the President. The first of these,
| 3;glin 1928, demonstrated the difficulty of trying,to uge an inter-depart-
mental 6ommittee.of coequal users for generating pblicy, and re-
,‘aulted in a working rule of first-coms first-served, with assignments

o ‘L’ ?i,thfbe made on a non—intgrference basis. Uhder form11 IRAG procedures,

E ?;; :7;;ij;-”f thoéa ﬁo ﬁhom assignments have been made may enjoy them until they

'*%?;r;f’wish to give them up. Practice again, however, is something dlfferenﬁ. B

- "Back of the rule of uﬁanimity and absence of compulsion has laln a
l‘complex process of bargaining and accommodation. New users or o]dh

‘ﬁagencies looking for new assignments during the more recent years

~of. frequency scarcity have had to engage in & hlghly skilled, technical

‘fprocess of searching for comblnations of frequency, pcwer, time of use,

IR

i r';ggﬁ:mcmn
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direction and area of propagation, and stability of receivlng and
sending equipment in order to fit new‘uses.into the existing
pattern of operations.

'Although there has been no compulsion by directive, all the users
i PR have bcen under atreng suasion to find mutually agreeablé golublons -
in ofder-to avoid havihg to sesk declsions at’'a higher but technically -
unquelified level, Furthermore, to the telecommunications specialist

it is fundemental that the alternative to agreement iz chaos,

P

.

Hence arises the technical reconnalsasance and neg otlatln pfSEéss
- _which takes place between seeking agencies and posses ;0r° agencies '
" whenever new assignments are sought. Requests usually come in to

" IRAC only after the Agencieg affécted have come to some sort'df private

..i,understandlng.

f agd that Government ugers are not. ruqulred to justlfy thelr requestq
: l;ffor frequency aQSLgnments or thelr retention, IRAG has madelsome
‘lf,rlj‘fi' 2real contrlbutions to policy-~as for example lts recommended prior-
_ : ‘fities for allocating the spectrum to services which should underlle
edi“;e:”f‘j Jithc United States Government position at the Atlantic Gity Pelacommunis
o ! etiona Gonference of 1947.‘ Thesse prioritles and policias were not
B geneﬁated, ‘however, for IRAC to follow in dealing Mlth its own bu51ness;~
( l;Thaf were valuable contrlbutlons of technical speclalists, 1nt1mately
aasooiated with governmental operations, to the formulatlon of an -

- : N i, : T T
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‘iinternational agreement,

The extent to whicﬁ Gerrnmeht claimants mustbjustify t@gi?wlp/
requests is 1mportant fo an evaluation of.iRAG's.role.‘iTh; #ej to-
the matter is the nature of the group=-a group of users, rathef
than an independont judging body., IRAC points to varlous criteris

¢

thch have been decided as relevant to the justification of fre-
: quencieslin its deliberationé;l( Whatever the relevance of the cri-
:‘f teria, no body of users acting as judge of its own requirements can
‘R'{r”@ teken an impartfai ;iew of the,requests of its ﬁembers. Security
lilizf}?'r f"‘7l‘proﬁlems have complicated these issues, eepecially in time of war,
'E,'ﬁhen the fact of value to national defense would often be allegod,
‘:;. ﬂffﬁbutA££ supportihg data, brought forth on which the claim could be

t

Gevwo S evaluateds K L o

.-{%?§;7]i ¥7ﬁ?‘x;;i . In sum, e fipd’that.IRAC’has’&one a good technical job of
o Nufif:;:jf;gquency assignment through thebyears, within the iﬁherént limita- ”
”f?iAfationa imposed oh it by its constitutidn. It has taken advantage of
? V?;ji;f ;Tfi?f‘the incentives to technicai achievement and dgreement inherent;in '

Efflits peculiar:situation. It should remain as a technical body in which

s

. 1/ Eligible reasons include: specific legislative directives;
., - international commitments, such as treaty obligations; nstional
_‘defense requirements; internal security; protection of national
. .regources; egsential mobile communications; commumnicetions affect-
- ing safety of life or property; research and experimental services;
4nd sbsence, inaedequacy, or impracticability of establishmont or
" use of other means of communicaetion., See IRAC By-Laws, 1 January
©'. 1950, Article X, "Principles Governing the fosignmont and Use of .
I " Radio Frequencies . - - Sl e S
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the day-to=day tdsks of Government frequency assignhent can be
carried oub. It is obvious, howsvor, that a‘different kind of
agency is needed for the future to solve the problems that will
ariso from congestion of the radio apesctrum.

The Telecomﬁunications Coordinating Gommitteo

The Telecommunicatlons Coordinating Committee is an informal,
voluntary group created in 1946 by exchange of létters between‘tha '
Seoratary of Stato and the hoads of four other departments and the

Foderal Communications Oommiasion. The purpose of this nove was to

o create a body to consider telGCOmmunLeations polxcy questions, and

thua to fill for the ‘postwar poriod the gap left by the demise of

- the Board of War Oommunicablons. The Committee is composod of one

representative Bﬁch of the Departments of‘StAte,'Treasury, Commerce,

;and of the Foderal Communlcations Commission, and three from the
o Department of Defense (one eaoh from tho Departments of the Army,
\Navy, and Air Forece)s, The Bureau of the Budget is reprasented by an
_ oboervers ' Representatives are designated by the heads of cach

» agedcy; they. are suppoaed to be of the Uhder Secretary or A351stant

Secretary, level for the non—military agencies and the chief commun~

.. jcations officers of, the armed services. Several efforts have been
' _ma&e by‘member departments to set up the organization more firnly
- by Executlvo Order. This has never boen done, Subsequent bto ita

| fo:mation, other dapartments have from time to tlme sought mumbership

| ‘Approyed,ForRelea-se 2002/01/04 : CIA-RDP84-00499R000700100001-8
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' " but have been excluded. by the Gommiﬁtée.on'the’gfound that membership'
is rostricted to those agen;iég having a "high policy" intersst in——
telocommunications;' Tho éommittee, a8 a matter qﬁ‘practioe, in=
cludes in its meetings, and ih the compoéitionrbf any ad hoc working

tcommittees, representatives of any agencles having a special intg;est'
in'the work in hand, | v | |
“_jswﬂt.ﬁhe éutset it was thougﬁt this committee could formulate
'if l“ o poliéiegﬁgga develop.plaps and programs which would promote the most
effectivé uge of wire and radio facilities, fhe FCO, however,
= 5_poinﬁed to its statutory requnsibilities for policy formulation and .
- advice to Gongfess on éuch mattefs,,and'stated thatlits participation
. in any group such as TCC could not relieve it of those obligations :
| "Qf_ ; “or bind it in ény way.' The State Department reiterated its initial
: :‘{v ."iA;.‘;u' view that the TCC could work only by unanimity, and that there must o
| ‘"’€7‘  ‘b0 no intrusion_dn the statutory or other authorized responsibilities'
. ;_of any of the bomponent agencies. ‘TGG accordingly adoptéd,a more

. modest charter in which,iﬁvwas'agreed by the members that its mission -

i

1 Was — - -
Wt "Phe coordination of policies of the various departuments
SR : ' and agencies of the United States Government relating to
St oo . “domestic and internatlional communications matters,..; and
Cvw . advise on problems of an internstional nature including pre= -
" paretion for international telecommunicationg conferences,
~ " The Committee shall act in an advisory capacity only, bub |
: ;V*§may take final action when specifically authorized by f ,
unanimous concurrence of all Government agencies represented:

"‘ z@gzm.mn

\
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by the membership....In accordance .with the foregoing, ,
the primary objective of this Commlttee/i the formulation
of a national communlcatlons policy,"

The TCC i1s served by a small part-time secrectariat furnished by the
Department of State. Although it has no formally elaborated organ—l
ization, 1t doss set up ad hoc working groups, = S -

| hlemg_of TCC. From the evidence before us, and from dis-

. cussions with barticipants, it appearé to us that thc TCC, in its
prcsent form, ‘18 inadequate by itself to play the major role in the
formulatlon of a national telecommunicatlcns pollcy.

TCC is bound by the rule of wianimitys TCC can act when the
1Goverhment departments are in agrecment, or can be'brought into
‘agreement by intragovernmental persuasion cnd diplomacy. TCC'can lay -

" out the areas of agreement or disagreement on any. issue before it,

5  but, since its membons represent agcncles ‘with user interests, the

:iicommittee cannot easily weigh and evaluate points of dlsagreement

Hitc ;j‘ﬁ3e>’";tresolve thcm, and advise the heads of their agencies, and through

| - i:;them the Preaident, of & natlonal telccommunications policy.

, wTCC is hampered by the difflculties, found in other tcchnical

i;; ;fieldc as well, of translating technical differences of oplnion

A»"-‘into policy alternatives, go they can be dealt w1th.by the Pr681dept"

::r by Cabinet offlcers. TCC member hip has suffercd the decline

',1/EGC;DoeumentNc;cll,‘Organization/é,'April'8,-1946; .
¢ .tw . . BESIRICTED

% -
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inevitably 40 be expected when steff officers are unable to mester
'this thorny task of translation, Under Secreteries and Assistant
{Secretariee have been replacedrat meetlngs by Directors of Offices;
Directors of Offices have.been replaced by technical specialists, so
TCG meetings are often conventions of IRAC repreSentetives’acting
under different instructiens. This eituatidn might have valuable

.

advantages from the standpoint of continuity of problem consxderation

and economy of personnel, if it were not true that technicaT user-
- orlented pereonnel do not oceupy pOSLtione which permlt them to act
as plenipotentieries'to makedpolicy commltments on behalf of their

agencles. , x S L 5 M;ﬂ;,,/

" _ When the Government after the passage of the Natlonel Securiﬁy

Act of 1947, ‘could have replaced the War and Navy Department rep-

reeentativee sither by a single Department of Defense representative

“or by representetives of the three service departments, the cholce

l :' was for the latter, Th;e neant in practice that TCC is weighted .
f3'with repreeentativas of military 1ntereste and functions, who |
‘?;5eejf¥_5& e; besides are chiefs of the communications ‘services of the three
e departments--that is, users and operators of speciallzed services
rather than officiala pharged with agency-wide responsibilitles,
e In most 1nntancee, thie would have been salutary, since close
- } 'e?*-{f;‘ re;atlonships between major operatlonal reeponsibllity and policy

responaibility ere Wanted.“ The dlfficulty here eroee from the fact

i .‘1 L
=
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that much of- telecommunications policy formation has to do with

" dividing scarce resourcep among military claimants, other Federal
: Government claimants, and non-Government claimante. Officials
' heading oxtensive service ngencies, with largor potential domands
on their services than they .can expectlto meet, can~hardly,be -
V .enpected to take an impartial view of such‘questions asjthe\netional
Ifrreqpirement for a share of the world's frequencies, or division of
fthe national ehare‘amoné all claimants; |
fGQ\has done good WOrk of a preparatory character toward polioj.
| frformetion. But TCC as presently constituted haexfound it difficnlt
if not impossible to oomplete_policy formation tasks, In‘thoee cages

”';5where unanimity doee'not prevall, TCC could never do so., However,

TCC better orgenized and staffed, could do a far bettor job of

o preparatory work 80 sub-Cabinet level members night go farther than

. now toward resolution of policy differences, and in any event mako

A

| eiposelble intelligent reoolution of remaining differences at the leVel
- of the Cabinet or the Preeidoncy.; We pelieve that reorganization and

':?'strengthening of TCC w1ll make possible such a. contribution.

1

The exieting organizetion for frequency assignment “to Govern-

ment and to private users was set up at a time when--out51de of the

|
fetandard broadcast band--thore was enough for all, and the proportion

of spectrum space needed for Govcrnment purposea vag small in rele-

"f;tion tO'the whole.\‘In suoh circumetances, it we.s feaaible to leave

_ Approyed For Release 2002/0H4-LETARDP84-00499R000700100001-8
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Government frequency administration to the‘Exéoutive‘Branch, as a
proper extension of executive control over the substentive functions
of Goﬁernmentjwhich its communications serve; to leave assignﬁent
to non-Government us;ra tovthe.Federal Communications Commission as
a proper extension of its regulatory functions; and to leave inter-

relstions between the two to good sense and a'will'to'get along.

Government now occuples somothing ﬁnder half of the presently

usable radio spectrum and was doing so before the Korecan crisis.
‘Although the Federal agencies have acquiréd this large portion of the
-j spectrum under established procedures and with consideration to private ‘

" ‘interests as represented by the FCC as spokesman, these allocations

were made by officials who could not weigh all demands for Spectrum

space, Government and private, -and judge them impartially on the

“l‘;ba51s of full explanation according to a single set of standards and

a well-consideredinationalrpollcy.

We have/found conflicting evidence as to the seriousness of the

;scarclty of frequencies in relation to domands, Some think there is

~'no problem, and that the expected rate of technical advance, contlnued
good will among thoss competlnp for spoce, and the eliminatlon of
: ‘j;f wasteful uses will meet the natlcn's raquirements for the indefinite

 ‘future. Others thlnk tho problom is critical. Wlthout passing

¥

"'kjudgment hcre*as to the precige degree of scarcity, we are convinced

. that preasure of present and future demands is 50 heavy as to force .

. ‘ / LT a‘: ‘. ; PRI o . \
R RE§TRLGEEQ
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.‘upoc1ally-dev1sed machinery has so far been able to provide that

E'centrol.of:the radio frequency.Spectrum._ This dual- control arises
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the Covernment ultimately to consider.telecommunicatibne‘reepurées
as a whole, and to apportion them as a whole to meet the most pres-
“sing requirements of the Whele nation, ,
As for telecommunications policy formation, recent exnerience;
has demonstrated that ‘the avallable machinery works only in the case

of unanimity, and that the event of unanimity hes become incroeSingly

rare. Although there was unanimous acceptance of the Atlantic City

~;? Gonmentidn, unanimity. disappeared when attempts were made to translate

' ',aceepted policy. into practice. The United States thus wes unable to

devise a reasonable nosition for'implementing an agreement it had

‘Frfi initiated and urged on other nations, - Neither the TCC norrany-

" detailed position.

:Cogglus;gng

1, Fundamental changes in telecommunications require the over-

i'u~haul of Government machlnery for formulating telecommunications policy
' V_and fTopr adminiatering certain telecommunications actiV1ties in the

':} national interest.

"2, Tha Communications Act of 1934 established a system of dual

-, largely from the fect“that'the regulation of private telscommunica-
ok ' -

tions is A function of Congress exereised through the FCC, while the:
‘IOperation of Gavernment telecommunications is primarily a function

of the Executive, For example,the assignment of frequencies to mili-

D L RIGTED o *’
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v:c  tary services is an exercise of the President's powers as Comman-~
der-in-Chief of the Armed Forces, | |
3+ The Federal Gommunications Gommission, though needing
,fnrther strengthening, should continue as_the agency for regulation .
and control of private users. | | |
NSRS Le The President has exercised his power to assign freqoencies'
-‘f:;fiifr"ﬂ_ through the Interdepartment Radio Advisory Committee, made up of
S ‘representatives of the using Government agencies. While this Gom-
;1’e‘ mittee should continue as & forum to arrange the use of the spectrum
:;1:7’;-'Jd ‘“ in guch a way as to avoid interference, it is not. an. adequate neans.
| for keeping in order the 1arge portion of the spectrum occupied by
:/ Government agencies. o o o t{'

.f«. o 5e The Telecommunications Coordinating Gommittee has served a

useful funotion and should continue as & mechenism for interdepart-

menbal discussion of telecommunications matters.f

N

R .‘Kf - 6, The whole Government telecommunications structure is an =
o 7" uncoordinated one and will be even less adequate .in the future than
*;Ufi".vgﬂjﬁj' it has been in the past to meet the ever growing oomplexities of

telecommunications. A new egency is needed to give coherence to the

etructure.r

V.nﬁfigf:': d '~ 7e There is need for a better determinetion of the division

in the national interest of frequency spece tetween Government and

L

= non-Government users. To achieve that end, close cooperation between

the Federal Gommunications GommiUSion and the proposed new agency _

A : .

will be necessary. . _
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-‘fAbe availablq_to discharge any other tasks the Presldgnt might lay

. upon 1it.
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Thg Solutibn Recommendgd

The urgency of the need for remedial steps in telecommunica=
tions organization'calla for prompt action.

We recommend the immediate establishment in the'ExecutiQG 0f-
fice of tho President of a threo-man Telecommunications Advisoiy
Béard served by a amall, highly qualified staff, to advise and assist

the President in the discharge of his responsibilities in the tele-

communications field, Its task would include formulating and recom=

mending broad national poiicies in this field, and giving advice and
asslatance in the formulation of policies'and positions’ for inter-
nﬂtlonal teleoommunlcatlons negotiations.

" The Telecommunications Advisory Board should exercise on be~

 "half of the Prosident his powers in the telecommunications field==

- in the main,'those‘pGWGrs erising from Sections 305 and 606 of the

‘Communications Act of 1934. Thus the Board would be responsible

- for aasignment of frequencies to Federal Government users, and for
;Jthe exercise ‘of the Presidcnt's amergency and war powers over the

"radio and,wire communiratione of the country. This agency would elso

While we believe that a three-man board, as suggestad above, is
. preferable, we recognize the p0551bility of appointing one man, a
tTelegommunicaticns Advisgr, to exercise_the funct;ons of the proposed

- boarde . - o ‘ o R
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We,beiie?e that an immediate “task of tho new agency would be
to aasufa that the Federal Government's use of radio. frequencies is
in as good and economical order as possible and to further the most
rational use‘of the entire spectrum.
Ancther closely related and important function of the new -
Board will be to establish and maintain effective vorking relation-
ships with the Federal Communicetions Commission for the informal
golution of those joint questions of frequency allocation which
will inevitably come up un&er our system of dual control over the
stectrum. The vést growth in publib'demand for télévision‘has made .
acute the problems of deciding how to allocate space in the higher
”'frequency bands as between Government and non-Government users, The
- claims of a multl—blllion-dollar industry with a tremendous potential
;impact on the dally life of every citizen must be put over ageinst

;':v1tal needs of Government agencies for services necessary to the se=

7 curity and welfare of the entire netion. If this cannot be done

| B promptly-and\wisely«by‘joint action of the FCC and the new Board,
f,it may be necessary to seek a change in the Communications Act so as
: to set up a single authority where such decisions can be made.
We recommend that the Telecommunications Coordinating Committee
| :ﬁ should be left much as it npow is, so far as its legal basis and scope
':;gi activities are concerned. I's see no particular merit in formallz-

© ing it by Executive Order, to do so might ‘unduly institutlonalize

e what should be a flexible, informal interdepartmental committee com=

posed of representatives of those Federal departments and agencies

Agggg\égdsfnogr s%agougoeogg‘ogé‘o Wt rC%ﬁBR%e@%%mlma% &relating
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to telecommunications, The chairmanship of the TCC should be held
by somcone primarily intercsted in tolecommunications, We suggest
he should be a member of the proposed Board.

We recommend that the Interdepartment Radio Advisory Committes
should also continue much as it now does as a smecialized agency to
-berform the detailed work of assigning frequencies to Federal Govern-

o mont users, but under policies promulgated by the Telecomnunications
Advisory Board, IRAC recommendations for frequency assignments

shom%d be made to the Telecommunlcations Advisory Board for authenti-

| cegdon. ,'- i | L

d We recommend that no changes be made at fhis time in thé powers

"and duties of the Federal Communications Commission, The FCC should
continue to regulate tolacommunications common carriers and to control

the uge of the radlo spectrum by non-Government agencies according

to the standards of public convenience, interest, and necessity

pecified in the Gommunications Act, .The Commission should continue

to afford to interested or agprieved persons full opportunity for
public hearings end other safeguards of due proceee of law. The
Commission s present efforts to reorganize itself as recommended
by the Hocver Commission should be pressed, in order that it may
quickly increese its capacity to help in;Governmentrwide formula=
tlon of telecommunicaticns pollcy. - |

‘ We do, however, think ‘that the TCC ghould have more - funds and

3ad & stronger‘staff'to keep up with engineering and aconomic develpp-
ments affecting the commerciai telecommumications carriera of the

Approved For Release 2002/01/04 CIA RDP&84- 00499R000700100001 -8
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country. We foresee the pOSSibility of quicker end more radical
change in these fields; we think the Commission should be in a
pos1tion to take necessary action w1thout delays caused by the need
to get spocial appropriations, recruit special staff, and conduct
uPGCl&l studies before sound. declsions can be made.
] Ve recommend the creation of this Telesommunications Advisory
Board after an exhaustive. review of alternative solutions. e be=
| lieve that a board acting to adv1se the. President has the best
oppoy tunity within the philosophy of our Government operation to
~_set our communications house in order.
,/if;pgif_ir'rilqjir RC call attention to the one alternatlve most frequencly sug-
’\1n;gested-—that is, the creation by Congress of a bhoard having complete

R power to- assign frequencies‘hoth to Government and to ciVilian uuers.

The creation of such a bourd would mean & fundamental change in the

ffprcsent Communications Act. It would 1nvolve, we believe, serious
H;% conflicts with the propor sxercise of the executive function of the

- " Government.- we mention it only as a pOSSlblG 1ast resort in the

5':; management of our communications resources. We hope that the solur

“"5ttion proposed here can obviate the necessity of such fundemental

; f{:f change in our communications policy. ‘ 4

The Telecommunicatione Advisory Board--Qualig__gtions g

Emolumentg--High caliber of membcrship ie the most important single

fector which will determine the success or failure of the proposed

R
-Board. The Board should combine sound enginoering knowledge w1th

TR App_r'oved .FOrRe‘Ieaee 20'02101/W84-00499R006706100'001-8 :
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experience and skill in gpvernmental affairss The business of the
Board will not be qonfined to technical questions. of electronics and
engineering; 1ts problems.of-dnvernment policy and operation branch
nut into many fields of pnblic policy. It is thérefore inportqnt
that the members of the Board should be men of broad vision, able
to resolve complex telecommunlcations issues with ‘Que attentlon to

\

probable impact on related fields..(
, " Salaries of Board members should be sufficient to attract men
Vo _ of high qualifications, _ :

o The_Telecommunications Advisory. Board-—Qggg;[_lgg_m&:ngLgp_g

o '_Ipmgxg--The Telecommunicatlons Advisory Board should be established
- preferably by Executive Order. This agency ghould- \

"_'ﬁ"', - A, Act for the Presmdent in carrylng out “his’ responsibllitles

_,nfjiin;arising froms = S ’ | e
IW;’?%ﬁi¥f4jf\ (1) Section 305" of the Communic&tlons Act of 1934’ a8 |
. amended. (Assignment of frequencles by the President %o
fs‘, . ;“7. un." Government stations or classes of stations. )

(2) Section 606 of the Communications, Act of 1934, 88

'amended. (Emergency and war powers over telecommunlcatlons

-w-common carriers, and protectlon for telecommunications active

’ ~ities)
- 1.‘:”“nf The Telecommunlcatlons Advisory Board should carry on
.gv.'}euch planning functlons as are necessary to the discharge of
4 :

‘ its dunigs undar_thls Order.
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B, Stimulate and correlate the formulatlion and pubiication of
plape and policies by eppropriate ekisting agencies to inhsure:
| | (l)~Maximum contfiﬁution_of £elecommunications to the
national interest., ' |
(2) Moximum effectivenees of U. S. participation in
international negotiations. B
C., Recommend to the President and advise him on proposed‘
legislation in the telecommunications field,
D, 4&s prelimieafy'and preparetory steps in the discharge of

the duties specified above:

-

T (1) Approve and promulgate engineering standerds forw
};r"';! ; o allocatlons and assignments to Government users, |
;“_-, o (2) Provide for edequate initiel justiflcation and
| ‘gpeg;odlc rejustlflcation and reasaignment of froquencies
vle;; effle"iyessigned to Government users.
” (3) Maintain'such reqords of U, 8., frequency assign=-

" monts as 1t deems nocessarye.

;) ' oo (4) Make arrangements with the FCG or with other agencles_

~ for monitoring and check to determlne,compliance with con-

m“aigibhs'attachedlto frequency assignments, and for other

C | purposes.
"%

E - (5) Keep abreast of research programs in those aspects
= | of‘the telecommunications.fleld which bear on radio propa-

E_EQTR;GQFD o
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'gation and freduency utilization, and stimulete and support
research where most needed in these_areas by governmental
and private agencioes,
o -(6) stimulate and sponsor euch studies pertinent to the
~ broad objectivoe of the board as are necessary to keep the
President informed of the health of“the telecommunications
industry and the'effects upon it of Fedérathelecnmmunica-
~72" tlons policies and procedures,

Fe Cooperate with the Federal Communications Cemmission for

the purpose of arriving at an equitable distribﬁtien of frequency o

1

.. 8pace between Government and non-Government userss e

G Establish and maintain lieison as required with departments

_«and,egencies of the Federal Government.

He Create edVisory godies, or utilize the aSSistance of

‘existing advisory groups, as required in the discharge of its duties

*"f@}:and responsibilities.

o ,q:;‘. -—»-ﬁ%

I, Carry on such other duties end responSibilities as may be

. 'directed by the President ‘from time to time.

A cess ko Igfozmatig -=A11 departments and agencies of the

o . Government, including the military serVices,and the Central Intelli-

genoe -Agency, should be authorized and directed to furnish to the
%

‘agency whatever information it requiree to make a fuIl determination

. RESTRICTED
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The Board must always be in a position to feceive and copsider
thd most highly classified matter submitted by military or other

Government sgoncies in justification of their proposals. Only thus

cen it hope to make reasonable judgments based on complete facts,

Obviously, the Board must be in a position to protect such confidencen.
Discussion of Functions and Relations to Othe gggw;gg--If the

" new Board acts for the President in carrying out, his'responsibiiities

arising from Sections 305 and 606 of ﬁhe Communicatioﬁe Act, it will

have real power, In our view, bothief these functions efe continuing -

functions ihvolving the exoreise of subgtantial governmentalypower.

They are the heart of the mission of the new agency, |
;Section 395 gives the President powe; to agsign radio frogquencies

to Federal Government usérs. This is a power vital to national de-

"_fensezand security. Under the growing use of international tele-e

\ - ‘

» communications for international information, the power to assign

*-ispaoe in a most important medium for disseminating such information

is inereasingly vital to peace, security, welfare, and prosperity.

" Radio froquoncies are vital to the development of eviation. Radlo

‘ Jfreqﬁéncies are playing a larger part'than ever before ih domestic

"security and law-enforcement measures, Because of these develop-

ments, problems of* priorities of clalms on the spectrum are keener
1& o

"than ever before within the Federal Government itself. A contlnuing

R agency, with real power to assign and review assignments of fre=

R
_1quencies to. chernment users, is needed to set Government policies

BgZRIOTID
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‘and to supervise the work of IRAC in carrying theﬁ oute
In World War II, Governmopt‘powérs for taking private communi=
cations resources for public purposes in time of emergency and war
wore exercised by an ad hoc agency. Thig solution is a wise onc
for periods in which world wars and internationdl cerises are for
apart. It is hardly prudent in a period of constantly recurring
_icrises with the ever present possibility of world conflagration,

We are now in a period of national emergency, which may become even

more serious, Plans should be made promptly to see that the nation's

communications resources are put to their best usc to meet any emer=-

gency in an orderly way: These plans must consider the net benefit

- %o the nation of leaving communications wholly or partly in private
hands. During emergency or war, there should be constant attention
to the best comblnation of govcrnmcntal and non—governmental opera= _

r'tion of the nation's telecommunications.,

Noedless to say, the exercisc of the President's power under
Section 606 calls for advance planning. IOpviousiy no‘boérd or sin-'

- éle person, aSSisted‘By e smell staff, can do this job alone,
Several existing agencies are charged w?th';elaﬁed resp;nsibilities

| and'it'will'bé necessary for the new agency to enlist théir cboperé-
tion. The Department of Defense and its compononts, the Department

Q

of State, and the 'FCC must be called on; there must also be close

| working with such agencies_as the Nhtional‘Securlty Resources Board \

X v - .
and the Defense Mobilization Administration, The. new .agency may

el T
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have to avail itself promptly of its recommended power to set up
advisory or other working groups to cope with its rcaponsibilitics
under Section 606, |

The role of the new Board in stimulating and correlating the

formulation and publication of plans and policies by existing agen?

cles is of great importance, Our own work has been hampered by the

lack Qf comprehensive, correlated, and reedily qvailablé statements

of telecommunications policy. We have encountered examples of the
failure of existing policy machinef& to meet the requirements of inter-
.national negotiations of of other Government action.

Yot the answer to this lack is not to create an agency spec-

 ia1ized to deal with telecommunications polidy formuletion. Tele=
" communications policy must be integrated with policics and programs
" for the full range ofﬂGovernment gnd ﬁa£ipn§l activities. If it is
- 'elabbréted in isolation, it is almost sure %o be incomprehensive or
.‘faulty,‘andlwill require reconsideration by other égencies in order

to be correlated with other policies and programse

~ Qur solution 1eaves the main responsibility for the elaboratlon

[4of telecommunications pollCJ with exist;ng Government agencies whlch

already must relate telecommunications to other functions for which

they are reéponsible. The new agency will provide a point for stin-

_— ’
',ufus and’ correlation which we do not think hes been satisfactorily

‘provided in the past by the Telocommunications Coordinating Committee.

Y
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Since the new Board is also given responsibility for weighty fumc-
tions in the telecommunications field; we prevent a divorce of policy
formulation from opereting responsibility.
| Our solution implies the following oorollary:' Existing Govern-
ment departments and- agenc1es which participate in this policy-formu-
L ) 1ating process must markedly strengthen their units for carrying out —
A policy formulation in the telecommunications field, and in adjusting
.telecommﬁnications policy to related policy, |
7_ The Telecommunications Advisory Board has been de31gned to
‘fmfecilitate formulation of policy helpful in internationdl negotiation.
~If it 1s to function effectively for this purpose, 1t is imperative
. that the Department of Stuteshall have a strong telecommunica=
| f;tions'etaff, and our plan ie.predicated on the.assumption’that such
_955 staff will be maimtained'ahd available.
In approving ‘and promulgating engineering standards for allo~
{Vlifcations and assignments to Government users, the agency should
iitdirect_major attention to sebting up standards which will make it
L ;'szvpossible for_tﬁe-Go?ernmemt‘to“meet its telecommunications needs
with a minimum-use of spectrum space, The new agency should have

. geveral highly qualified engineers on its staff who will work with

\

Zengineers already employed by other Government agoncies, toward the )
. %
- end that operating equipment and practices be as efficient and :

' economical as possiblg, o ‘:~ S ,
v - DRI

B §IEICTED

R
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It is highly importahﬁ to concentrate upon adeqﬁete gtandards
-relating to efflclency and stablllty of equipment, minimum separatlon
B . E “of frequency assignments, and sound clrcult engineering Wthh relates™
.‘the load to the band width and number of frequencies necessary to
do. the work,,if maximum'use of the spectrum is to be achieved under -
; hatandarde of minimm harmful interference. , . -
Our suggestlon that the agency should prov1de forAadequate :
- dnitiel Justlflcation and review of frequency assignments to Governs
'_Ament agencies is des 1gned to correct a basic fault in the preaent
- aituatlon' protectlon to flrst~comevs 1rrespect1ve of the relative
neede of confllctlng clalmants later on, which resulta in premature
roquests for frequencles.b While many factors in the present situa-
B :'tion femper the potential ovils of our presentjsystem of assignment‘_
-;{;to Government users, we>ere not convinced that the pfesent syétem‘(
“cae yield as good.resultshes the country should have. A1l Federal -
”j.requests for’frequenciee gshould go to IRAC in‘the first instance,
:i;where they should be screened for conformlty to current p011c1ea _j;_,e;
.i A;and for potential interference. Where IRAC cannot - ect, confl1cte i;_
;‘ ieshould be cerried to the new agency. One of the mogt difficult |
R ?probleme under this system.will be to prevent IRAC from failing to .
"”? settle anythlng and referring every problem to’ hlgher authorlty. B
’ Every encouragement should be glven to IRAG to. settle problems 1tself.
_ Thle;calle_for flrm_leadershlp. .‘ ‘ |

S ) e _
— - " We have suggested.ﬁhe new Board maintain such records of U, S.

. . * RESTRICTED _ S
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frequency assignments as it deoems necessary. IRAC now keeps

reasonably complete records of Federal assignments, the FCG of
non-Federal ones. However, there is no one cuntral place whore

a cdmplete list now exists. While the new agency should not main-

~ tain more in the way'of recordd than it needs for its own purposes,

it should take strong steps to ses to it that somewhere in the

Government a' comprehensive and current record of” U. 'S, assignments -
is“maintained. The FCC is the most logical place for this. If lack
of funds or- staff blqck,achievement'of this purpose; Gongress.should
rremedy it, o o

We wish strongly to stress the need for more intensive and com=

“prehensive regearch on problems of radio propagafion‘and frequency

wtilization, In the recent past, critical decisions about use of

-~ the §pectrum, including4geoéraphical'and"frequehcy‘separation gfﬂ

~ gtations, have had to be made in the absence of sufficient scientific

BT S

The Board should not itgolf engage in fesearchg indeed thore is

;no'necessity\for it to contemplate such a role. The nowly es tablished
‘*’ ;Nationa1 Soience-Foundatioh, whose principal goncern will be the

fostoring of basic research, provides ‘one avenue for the Board's

support of projects in this field, The Roscarch and Development Board
1n the Department .of Defonse, moreover, i in a position to deal with

problems closely related to tolecommunications, - - SR
L , o

C e
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At the beginnlng, the agency should try to 1mprovo the

—

projects to agenciea alresdy equipped to conduct them. Such
projects should include research on propagation in particular sets
of conditions, and for particular bands of the radio spectrum, —The

board should be represented in the Exccutive Council of the Central

 Radio Propagation Laboratory, If stimulation in the form of funds

is noeded, the agency -should enoourago an ex1st1ng Govarnment de~

partment to seek such funds and to allocate them or oxpand them

A as exocutive agent for the partlcular research envigaged.

If the Board is properly to adv1se the Progident, it should
also conduct and stimulate other studies pertinent to the various

phases of its mission,

g

Thers is also a contimiing task of considering basic Govermment =~~~

policies for the handllng of tho Government's bu51ness with privately -

owned communlcations companies. Thls 1s not a regulatory matter

approprlate for the FCC albhough 1t has 1mportant 1mpllcat10ns m‘;,,r‘

“ for regulatory,decisions. GOVernment trafflc is proportlonatcjy

go largo a psrt~rand ﬁromlsesftovbecome en even larger part--of

. private commnications business that its terms and conditions can .

..I’

. aﬁfect the health, the scope, and the serviccability of private

- communications companies.ffThis task involves questions of Govern-

¢

, ment economy, of efflclency and promptness of telecommunlcations

‘
service, of the impact of future telscommunications capahllitles for

i
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defense and for economic progross; it is thué“dfédﬁfinuing”quéstioh-7

épﬁropriate for the new Board.
- The General Servicos Admlniatratxon deala on a day-to-day
basis with these quostiona of telecommunlcatlons managament It is
- our oplnion that GSA shguldAturn to the Telecommunications Adéiég;§>
- Board“invthe'first ihétance for the'dotefminatibn of those issuea
© of high policy relevant to the diecharge of GSA's telecommunicatlons
management respon51bilitles.
§31 5_ Inherent in our concept of the Board and'itS'dﬁties is the
convicﬁion that the Government has a rosponsiblllty to preserve the
present frod enterprlae gtatus of the telacommunicatlons 1ndustry.
The Board should be authorizcd to create if necessary, and to
i;tutilize such. existing panels, advisory groups, working committecs,
| fq.ana ad hbc working parties as are reguired to carry éut its respon=
sibilltles. it should use, where feasible, the personnel and‘

servioes of exlsting departments and agoncles of the Fedoral Govern=

ment, and of atate and local. govornments on & relmbursab1e~or ‘other ‘j“'""‘?

mutually agreeablo basia.
V7 f‘il ':fj'u; ~ -Only thus can the]Board take full advantage of existing resourced

in knowledge,-skllls,and people, and itgelf remain d small organlzq:/'

R i R

tion. . ' U-\.‘ ' ‘ . -

R Wh;le the agency should be small, we recognlzo that it may

L3

have,tO'take on cortain*operating functions necessary to tho full
o *“ o . . . ) B - B E ‘ .

' RESTRICTED
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completion of 1ts major missions. We recommend it be flexibly - .

congtructed so it can do so if necessary,

It should be clear from the gorogoing that it is our intention

P

that the new Board should not supplant or encroach upon the reg="
ponaibilitias of exigting Government_agencies. Wo do not wish to
lesgen the normal responsibilities of the Department of State in

the field of foreign affairs; we wish to facilitate the forimulation
of national telecommunications policies on which policies aind
positions for telecommunications negoﬁiations can he based; and

thus to £ill a gap which tho Department has had increasing difficulty

'in'closing.

A

- m s e aw W

Fedoral Communications Commiggion.e=Our desifé‘is to make the

task@&of the Federal Communications Commigsion more manageable and
to take fullrédvantage §f its‘resoﬁrces. As an independent rogula-
,~:tory agency, the‘Commission bears major responsibility fof agsuring
to-private persons full consideration of their rights, interests,
and claims in tolecommunications matters., The coﬁrts sée £o it_that
this is done, Nothing we propose will infringe on the Commigsion's
powers to'assurq‘such procgdurai protection. The Commigsion should

- remain in this role. Because of the burden thus placed on the Com~

m%ﬁsion, egpeeially the Commissioners théﬁsel#éé;;we have thought it

-

N RESTRICTED .
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prudent to supplemont the Governmont's mauhlnery for arriV1ng at

a2 e

comprohensive tolecommunications pollcy.

It is noither appropriate nor de31rable to try to put the FCC

in a position to tell executive agencies what are the most Important

_ uses of the radio gpectrum, .Nbr would it be proper for executive
agencies ‘to decidd for the Commission how to carry out its regulatory
‘and poliéy_responsibilities under tho law, We know of no neat
solution to thi-s governmontal dilemma. We see no reason to reor-

- génizo the regulation of privately owned communications carriers, {
placing it under the Pfosident. The good sense,and,accommodation

- which have marked leglslat1VG-execut1ve relatlons in this fleld in

© o P .
‘the past can be expected to contlnue.

If tho new]Board 1s to work harmoniously w1th the Tolocommunlca-‘

-1?{t10ns Goordlnatlng Commitbeo and the Intefdepartmcnt Radio Adv1uory
';’.Commlttee, these~latter organlzatlons need to be gtrengthencd, _The
;'-';-partiéula; changoé#féquired afe-diacuﬁsed in the paragraphs ?haf
'}ifollow. | | .- |

The Telecommgnicationg Coordinating Committee.=~~The Tolocommunis
l.cations Coordinaﬁingﬁcommittéo should‘Work out for itself clarified
. torme of reference;:it\Should'also be authofized to establish
‘necessary subcqmmittées and spoecial working-groups;.and Eo-équipped

-

- wit%h an adequate sceretariat.

- .  BESTRIGTED N
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This Committee should remain an advisory and coordinating
body, It shoﬁld be a forum in which Government aancies posseasing
substantial responsibilities or interests in the telecommunications
field can meet in an attempt to work out a coordinated policy in
telecommunications metters arising out of those responsibilities.
In-case cf agreement, each agency Affected can take administrative
action within its own established powers to put agreed decisions
into effect. In case of disagrcement, the"matﬂer involved can be

promptly referred to the now board for consideratlon of the reasons

for disagreement and for evaluation of .the probable consequencos -

" for the nation of following alternative courses of action., Thus

in effect the Committee would be a means for taking the first

'important<steps toward the formulation of a comprehensive telecom-

munications policy; it would uncover areas of agreement and disagree-

- ment, permit'action in. case of the former, and point up policy
..choices in case of the latter. The rule of unanimity would no
" longer block actidn, since participating agehéies*could always act

- by reporting their differences.

Iﬁ'is rocommended ‘that the level of membership be determined R

" through the appointmenta by the heads of those ﬁggncies;tb be

represented on TCC,  The present membership is supposed to be of

tHe Under or Assistant Secretary level,‘but it is well known‘that

‘ 'theée'officials rarély attand, - Ono reason for this is the fact -

v
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that rarely if ever have problems been well enough brepared 50
personé of tpis level can deal with them expeditiouély. Technical
" issues have n&t bgen well‘enough translated'into policy‘qhqices.
TCC has failed as & top policy organization because of its lack of
substructure,

.Level of membership should be left flexible, and agency repres=

;entatives should be as high as necessary to deal with the particular

© policy issues pnder'consideration. The Committec needs a competent-

and energetic full-timé Executive Secretary as well as the power to

create whaﬁever ﬁorking committees it requires to deal with special

" fields. or non-recurring problems, With such resources, the Committee

'iréhould—be ablé‘to solve many interagency préblems at the working

1cvel, and to reserve for higher offlclals thc consideration of

| pollcy ch01ces which could not or should not be resolved by spe01allqts.

The TCC should consider carefully the merits of assoclatlng_'

| " industry representatives with its subcommittees as observers, The
"f,Air Coordinating Committee has done so with marked benefits., The
Telécommunications Policy Staff in the Department of State should

" continue to call on industry advisers to help in preparation of

1

 positions for international cénferences. The Faderal-Communicabions

-Commlsslon should continue to carry the main load of 1ndustry re-

o lat}onshlps.: Other Government depaptments should contlnue or ‘in-

creass thelr efforts, where approprlate, to base their partlcular

':Jplanglng and operatlng respon51blllt1es on sound lndustry R e
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relétionships. .
As suggested gbove, the tdp rcsponsibilityvfor aystematizing
and recommending Federal Government frequency assignment policies
should rest with the new board; the Telecommnications Coordinating
Coﬁgittee ahould serve as the forum in which apokesmen for Govern-

ment agencioes moet»ﬁo léy out the éxiating pattern of views., If

- TCC is to do this jdb completely, it must 1nclude withln 1ts mcmbor-

'ﬁiship or afford rlghts of representatlon to all Federal agencies w1th

.

substantlal 1ntorosts in telecommunications.

The_Interdepariment [ qulo Advisory Committe .~=The Interdopart-f

kment Radio Advisory Commlttee should be continued as a pcclalized
: working body to aseign frequencies to Government users under
‘xifffPSiiqiggﬁp;omulgated by the new agency. Froquency assigmment

v:prioritiethave been‘genorated in IRAC by ‘the stream of day~to-day
. déciSions. Wo think that this process éhbuld be replaced by con-

" geious policj consideration at tho appropriate policy 1evel;

IRAG recommendations for aggignments of/frequencies by Executive

~Order should be transmitted to the new telecdmmunications Board,

- and IRAC should keep the Board 1nformed as to 1nter1m 3551gnments.

IRAC should take on the new task of perlodlc reviow of asaignments S

'tg Government agencies, and should hear in the first instance
5 :

“Justifications of agency iequosts to retain aggignments already made,

Those tasks are considerably larger than those IRAC now carries,

RESTEICTED
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repregsentatives of agenclos composiﬁg IRAC may have to devoto most
or all of their time to IRAC business. The new agency should spot=
choeck IRAG agsignments to detormine compliance with presidential
policy. IRAC should be kopt flexible to participate aé technical
aéviscr to the various Govornment agencies in tho formulation of
4 Govbrnment tolecommunicationa‘policies andbpositions.
‘IRAC's membership shoﬁld includo as a mattor of course every

Federal agency @hidh is a substantial user and operator of radio

Lo

communications,
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CHAPTER VI

TOWARD A NATIONAL POLICY

In our study of existing telecommunicatlons policy, we find

little to go on. Hxbant policy is meager, and varies from self-

evident goneralities about'very brbad iasues to filigreed-gfeatment«'w.s

of highly specialized detail. The policy statements in this Chapter\
have boon assembled by the Board in the course of its work. They

include:

(1) statements of published policy drawn from treaﬁieé;AiaWS,

- and expressions by committees or other groups dealing with tele-

- communications, which are enclosed in quotation marks;

(2) statements of commonly accepted policy, not hitherto

formally expressed, which are indicated by underscoring; and

(3) statements of newly formulated suggested policy, which
are presented'in roman type without special indication. -

We have arranged this material in a logical order 4o produce

o an integrated statement of general policy and specific policy actiong.
' Ag fer as posgible, the Chapter hasg been‘dirculated'informally to

'_1nter6%ted organizationa in the United States for comments and sug-

B geatlons, many of which have led to 1mprovoments.

The time avallable bo the Board did not allow us to obtaln

;ljﬁdgments and observatidns on all phases of tho subject; nor could
o we purgue the ramlflcatlons of telecommunlcatlons policy into re-
l‘lated policy for other fields, Hence this compilation is not con-

'aidered aa conclu51ve or blnding, nor in itself sufficient for guldance '
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in telocommunication activitias,_ Rather, it is regarded as a
- ' gtarting point from whiéh national toleééﬁmunicétions\poiicy can
B be further developed,
The concept is not new; it hag prové&‘its value to the estab-
‘,1liqhment of effiéientAnational procedurcs -in comparablleieids:”“J'(
For éxample, "A Statement of Certain Policles of the Execuvive
1fBranch of the Government in thé Goneral Field of Aviatiqn,“ pra-
B }pared'faf the President by the Air Cbordinating Committee in 1947,{
'ig a valuable document gotting forth poiicies esseﬁtiél to the |
g ;_‘ "_;  advancenment of United Statos aviatién, |
- | | In the preparation of this offort at a kindred statement regard-
' ing United States tglecommuhica'tions , their relationship to the
: h:nationel doefenge and secﬁrity and to.the national walfare and prog= |
f:r-flf §}f'¥: V perity hag beon taken into account, Telecbmmuni&ations are hore
| - comandered to rolata to national defenge as part of the resources
‘;;which the(nd%ion,uses in combatlng hogtile armed forcgg, to national
;;rf ;1[:;«;]. sécurity as part of.the orgaﬁized effort‘to maintain the national
"gjﬂff;;  ”;:7';'stréngth and to safeguarq the nation against harﬁfuiiinfluencos{
“}J; inﬁernal'bfié#ternaig to national welfaro as they aré7used'f§i thé  l

‘ - growth of natioﬁél enlightenment and healtls; and 1o nationai-pros-

E perity as theyAaid in‘tho4growth of trade, in the preduction effort
v'”_ of the nation, and in tha'rosultant'enhancement of the'nation's in-
fluence in world affairs. These relationships, taken as a whole,

comprise the national interest

| Apprqved For _Relea_s,eb 2q02/0_1/Wsmoomemoomm00601-8 .
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I, Genoral Telccommunications Policy

4, Public Communications==~Purpose
There shall be "availablo, so far as possible,‘to all the

~ people of the United States & rapid, efficient nationwide and

_—
—

. worldwide wire and radip communication servlco w;th adoquate faclln-

- ties at reasonable charges. . . ."

'ﬁ;as a vital natlonal asset

P
bk

R

- B, . Public Communications-=-Policy

1. The radio frequéncy spoctrum'ie_a world resource inm tho

. public domain, Our Government mist adopt policies and measurés o
' insuro that thig rosource ia used in the bost 1ntorustu of tho netlon,

'v"e‘jjwith due rogard to the needs and rights of other nations,

”,2,_ The United States, almost alone among the naﬁions of the ,

~world, relies on privately ovmed tolacommunications companies to

\

;‘play tho principal part‘in the COuntry'a'tbiecommunicabions‘systom.
{: It ahould contlnue to be the policy of the United States Government

e ancourage and promoto the health of the privately owned companles

S

3.,, The United States telecommunlcatlons aystem is essent¢al

to the national securlty, to intornat;onal rolations, and to the -

‘ f_busineas, social;feduoational;vand‘political life of thé country.

-4?}?hénce Government must remain alert to the problems of this systom,

!

. and be propared to support measures necqsdary»t@ insure the con-

. tinued strength'of:the"telecommunications_syStem as a whole,

; .

RFSTRICTED
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C. National Defenge

In time of war orvnational gmergency, .ag Drodlaimed by the

Prodtilent, the Government of the United States shall have avail-'

able to it the total teleocommunicationg regsources of the nation

for ubilization with due repard to the oxtont of the war or emor=-

pency and to the contimuing operation of gervices congidered to be -

oggential or desirable for the wel aré' nd_interest of the Unilted

State ing such g time. . -

o D. Safety at Sea

‘"The national security, the natibn's éea commerce, and the
‘agsurance of'adequate saféty of 1life and property at sea require an

éfficiént, integrated, standardized gystem of radio and electronic

- aids for marine navigation. . . .

"In consequence, it is vital to the national interest that the

i United States play a leading role in the development, investigation, -
‘- 59196tion and sfandardization of'a.wdrld~wide_system for marine
';navigation.'. . oat thé earlies£ practicable moment songistent with

',openhmindedheSs and sound technical judgmont directed ﬁoWard the
~attainment of optimum results; with due cqnsidéfation for.the cogb
to ship‘operators_baing‘kept as 1owfas posgible. . . ;

R WDo gimplify standardization, to effect the greatest economy in

operation and to further the most economical use of the radio spoc-

‘trum, the joint;usa)qﬁiradio aids by both air and soa oraft is, . . .

.
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. !
advocated whore mutually advantagcoug,! "I(See_Appendix 11)

E,. ggfotv in the Alr

Igg_nationjs air travel and the agsurance of safoty of life and

progertx i fllght reguire an efficiont, integrated, gtandardized,

aystmc of radio and elcctronic aids to long~distance air navimation;

therefore "The United States will support and promotc a single system

of slectronic long-distance aida to (alr) navigation fox Unlted States
and world-wide standardizatlon. P .

"The United States will take tho necesaary’ gtops to obtain and
maintain at all. tlmeu “the qualitatlve and quant1tat1Ve data by which

the choice of eloctronlc lonv-distancc alds to navigatlon can be

-determlned and furthered intornationally," (See'Appendlx I11)

: :F;g Igterggtlonal Gommunlcath_g

1. The Unlted States con81ders tho International Telecommuni-
catlona Union to be the competent and appropriate international forum
for the purposa of negotlatlng world-wide agreomonts on telecommuni-
‘cation matters.

,2. The United States should be approprlately represented at any

_ 1ntornational telecommunicatlons conference whon such a conferonce is

' ‘;c%?siderqd to be related, dlrectly or indiroctly, to,the national

défense,'socurity, welfaro, or prosperity.

3. The United States should foster and oncourage the part101-
1
pation, for the purpose\of providing advmce and 1nformation, of experts

' " RESTRICTED L
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A, Radio Froguencics

% 4..nat10n.
E ﬁ f't ,gg gggrd liie gnd property in conditio £ is es e -

' “Approved For Release 2002/01/04 : CIA- RDP84 00499R000700100001 -8

Approved For Release. 2002/01/04 : CIA-RDP84-00499R000700100001-8

: | 295,
from its commercial communications onterpriseé in tho work prepara-
u‘torynto and at telecommunications—coﬁferenCes which involve the
commorcial communications intercsts of the United.states;
4o The fact that both'cable-and radio faciliﬁiGSAare required
vby the ﬁnited S@etes fog_its’overSGas telocomminications gystem shall

guide considération of any material matters which affect the avail-

_ability, in the form of continued operation, of either medium,

IT, Spocific Poliéy Actions

1, Thg United Stat dorg that a ga51c guide to follow

in the normal asgignment of radio freguencles for transmlgglgn DUXDos qg

o ;g the avoidanco of harmful 1ntorferencg. e

2 Long-range radio fro Eleitle ncieg for other than overscag

1‘di;cgiﬁgmnggmally shall be used only when other formg of communica-
i?'tion, notably wire cgmmunicgtion, arg not adequate. |

3, - Prloritles in the normal pgagetlmg a951gnment of radio fre-

":igggencicg shall be as fOlIOWu in the order named:

'(a) Freguonci g.uged_predominantly, primarily, and directly -

Zfor national geeurity and defonse, which moang, that such frequen-
. ¢leg are uged for pu_poses which 8L0 v1t al_to_the gafoty o

.(b) Freguencios uged primaril redo ina and direct

,,j“ L 5ESTRICTD
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(¢) Froguencies used in gervices that have no othor adeguate

means of rgpi communication, when such communication is con-

gidered to be neccgsarx or_degirable in the national intercat.
o (d) Ereguencieg uged for all otheg ggrpoges, the 3531ggment
of whlch mugt be_Judged upon_the merits gf'lndlvigual need.

‘1 ‘_ _ _. . B, Radio Spegctrum Qtiiizgtioq
| 1. In view of the limitatlons of tho usable radio_ gpectr and,

o ingure the bost possible Toturn from the use thereof it is in the
besgt intorestg of the United States in time of peace to require all

,;‘};*1 P 1 er to ' , : ;',.

(a) Jugtify, in a a.satisfactory ggd gggltgblg mannor, a z
e TR . gxcept _an emergency request for radlo‘fr encieg pr or_to_the
}@j}jffl:ff‘-, oot ageignment of such freguencies, ahg' | |

(b) Confir criodically, in termg of pre-determine

RTINS ': - J—

: © . pent, justified the assignment, and | .-
s . L (e) Submit evidence to'ipdiCQte whethor the continued
= ' 'Ti' - aggignment Qf a freguencx is neéeSSgrz.A

'It will furthor bo in the bgﬂt interests of the United States,

consmd ration 0 {b) ‘and_(c) heratofore (among other conside t;ggg)

.- gtapdardg, that the use of g frequoncy since its latest asgign

t decide by hi h=-lovel impartial determination. the dispogition o

: iy ney or froguéncies not assigncd or re-agsigned to a claimant

N o | BESIRICTED - .
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2, Common standarde of performance and efficiency of radio
* gpectrum utilization shall bo developed and applied to each type of
radio opcration, All users of the radio spectrum shall ba‘requiréd4

to adhore to these standards.

C. Miscellaneoug

Fixed Service
1. Fggguency-conservinﬁ +echnigues shall be .applied when-

“aver practicable in radio opérations and particuylarly in the opcration

© of point to point radio ecircuits. Thoge tochnigues include such

devolovments as single sideband operation and froguenoy-ghift keying. ijlh

\Aeronagtical

a"_i 1, Public correanondence’shall not be trgnsmitted.on from

. quencies exclusively allocated to the seronautical mobile sorvice.

2 The United Stajes sunpbrts a system of radio communica=

~tion botween aireraft and the stations'of Maritime Mobilc Service,

' which provides s means for the exchange of publilc correspondence bo=

~ twoen ajrérafh in. flight and the general public on g world-wide basis,

and_onh anceg gafe x. T e

Mgrltlm T ‘ : . | -
' 1, Use of the distress frequency of five hundred kilocycles,

' "f" ag progeribod by tho_current Infe;ngtional Radio Roeulations, ghall

_QQEEQEQ____DG the_means primarily emuloved to_gummon aggistgnge or
ﬁQ__ﬁ_QEE_?d 11fo and property on the hlEh seag. =T
REQTRICTED
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Amateur
| '1. Thc Amateur Service ghall be fostered and oncouraged
because _the 1mmedi ave ;ablllt to all world areas of tho Amatour
Services's frequencics and the amateurs who utilize them, is vital
.gnggpg times of emgrgencx,_whgther such emgrgegcx be _of a loealized
- pature or national in scope. |

4!‘ll;;f;f. | | ﬁg_ziig;;y;ggggggggx;ﬁgﬂihg_ggziggg1 defenge apnd security b@cgugg;ig':’
; | ovide 00l _of porsonncl trained i the_technigues_of tol commmin~
eations. including skilled operators.
- Telegraph

1. The Government of the United States should operate domeg= '

' tic communication circuits as it considers necesgary for the conduct

S of Federal Govornmont buginesg: further, such domestic communication

ircuits shall be available for any Federal Government use if such

y
[2)

|

" use ig consgidered to be practicable and to afford economy; provided,

that such domestic circuité operated b«f the Federal Goverhment be -

. leased or ronted, whenever poggibleo_or practlcable, from the commer=

clal communications companics, The Government should _not, in genera;,

ingtall its own domestic eircuits wherever adeguatc and efflclont

'f f%facllltles may be economically 1easqg or r@pted from commor01a1
& Co SR 7

«SQ’L’LECO

R S L S TG

S e BESTRICEED ., o
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2. Theg United Statos subscribes to the standardigzation qi .

. the S5-unit _codg of International Tologrgph Alphabet Nuymber Tw Twn.")4
3 Ihe United States advogates the ellmlngtggn of s ,pgc;al

rates_for Government teleggamg in tho International Seryice.

L]
o o S X 2
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- " APFENDIX I

STATEMENT BY THE DEPARTMENT OF DEFENSE
OF MILITARY DEPENDENCE ON THE
DOMESTIC (COMMERCIAL) COMMUNICATIONS FACILITIES
OF THE UNITED STATES

-

; 1.~ General., The nerve system of National Defense is thersum total
of»ell communications systems"that are avallable, operationally and
potentially, for the proeecution of any emergency or war effort. The '

T; Operational existcnce ‘of nation-wide systems of rapid voice and. record

communications in peacetime is indispensable from the standpoint of

’ f'( meeting the wartimo rogquirements of both the Military Services and

| the civil eoonomy.' As the intensity and complexity of warfare con=--
tinues to increase; correspondingly greater demands Will be placcd
onrthe communications systems of the nation from ‘the standpoint of
‘ both circuit capacity and flexibility of operation. It is, therefors,
' considered in the vital interest of National Defanse that there be
‘maintained within the United States to meet that need, as many naticn—

" wide oommercial‘communioations systems a8 are economlcally feasibles

'-:o2. Military Policy Regerding Use of Commercial Facilities.

It is impracticeble to employ similar concepts and standards in

_ assessing military and commercial communications requirements. In the

" development of commercial facilities, expected revenue must of natural
i ﬁbonsequence be a prime consideration. Military communications, on the
" other hand, as an essential element of command must first satisfy
military needs with economy of force or funds an. important but ‘socondary

TP - RESTRICTED
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consideration. 48 a result of thIS‘fundamenfal’aiffcrohdo, it is

. impossible for the Military to enunciate a policy which will under.

all condiﬁions préécribé fhé speeific degree to which it will utilize

or depend on commercial communicatlons facilities, It is incumbent

on all military commanders, in compliance with the basic prineiple

df oconomy of forcae, to make maximum possible use_of all exiséing
~n£acilities available to them including commercial service, Before

reaching a doclsion to employ other than strictly. militery facilitles,

oach commander based on the conditions prevailing in his area must

welgh any advantages from the standpoint of economy against the resulds

. ing. effect on military security and control, depehdability of service

and the rapid flow of military messages. As general policy,. therefore,

it may be stated thut the Military Services will, whenever practicable,

utilize commercisl facilities and service in the interest of ecomomy

of fores or funds provided that acceptable military standerds of

' security, control, and service can be malntained

3, Milltarx Use of Gommerclal Facilitles in_the Zone of the Interior’,

During the early period in the development of* natlonal-communlcatlons
systems, it was necessary for the Military Services to construct and
operats their own communications facilities in thé Zone of the Interior,
Today, howover, extensive, dependable commercial communications net-
Yworks cover thenlength and breadth of the United States, From the
gtandpoint of security, tﬁe risk normally invqlved in partial military

cbntrol of its communications has been coneidered as being relatively

+ " RESTRICTED
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low ~ within the continental United States. This condition is a

 result of the'close working relationship thot exists between the

Military Services and ths commercial communication organizations

- and the existence of adequate legislation‘to_permit-prompt government

oﬁéigtion‘and control if deemed advisable in the national interest,
Under these conditions, the construction and maintenance of com=-

pletely‘separate_qgmmunications’sysfems within the United'States for

.exclusive military use would entail an unjustifiable outlay of-funds,

manpower, and’equipmente 'Military policy concerning use of commercial

communications facilities in the Zone of the Interior may, therefore,

' be summarized as followss

Wiithin the continental limits of the United States, the

e, Military Services, in establishing communications networks for

.’

Auléhévpurpoée of‘interconnecting their various headquarters, in-
bstallatiohs and activities, willrby.leasé or other contractual

; . arrangement, ﬁtilize.commercial”facilitigs and ser%ices when
available and feasible excep£ where unusual security or oﬁerational

- "conditibng are required. The terminal facilities including com-

munications eenters and relay stations of these networks will be

operated and controlied by the Military Serv;peg.PVJn N

4, The Commercial Commnications Networks as a Source of Trained

| " Personnel'for Military Service.

The Militery Services can maintain in peacefime only the nuclous

e of a wartime communications system. It is also well established that

RESTRICTED
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fthe impact of & state of war or national emergency onlmilitery com-:

- munications gystems is instantaneous and can'only be met throughr . ,f

': immediate expansion of both. trunk and terminal facilities.

Modern communications facilities while extremely efficient require
" a comparatively long lead time in the training of operator and main-
tenence parsonnel,’ Hence in the critical period between the outbreak
of hostilities and the time when military training programs can meet
over-all demands, the commercial systems of the United Stetee represenu

-

an important source of additional trained communications personnel

for military serv1ce. )

In this connection, it is the policy of the Military Serviceg _to

. aintain a close, working relationship with the_commeroial communica-

tione companies of the nation in order that anticipated wartime military

5-? requirements may be reflected in poacetime expansion and training pro-~

grams and to the end that emergency military needs for treined oommuni-

: ”cetions personnel may be met and with minimum effect on the continued

J“operetion of ‘vital domestic communications facilities. Furthor, to

- facilitate the transitlon of commer01a1_communications personnel from

‘ civilian . to militery operation,.it is the policy of the Military Ser- |
vices to utilize fixed communications equipment of standard commercialv'
design to the maximum possible extent and to prescribe similar opera-
tional and maintenance techniques, |

5. Trendg ig Military Use of U, S, Domestic Communicetions Fecilities.

& The Military Servioee do not foresee the necessity for any

RESTRICTED -
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’vmaterial change in current policy concorning their use of commercial
| facilities within the Zone of the Interior, In. both peace and war,
‘~-these facilities have proven to be operstionally reliable and fully |
responsive to military requirements, Thils, in effect, means that

for continﬁous, offective coordination of military operations within;r;

" the United States, the.Military Services will remain largely de~
. pondent on the . commercial communicetions‘systems of the nation,
,f‘Hence, while not being in a position to. pass judgment on measures
v 'r_de31gned to improve the economic wsll-being of the commercial com-.
"f'f[~panies, the Military Services will have & vital interest in any
befxf”‘"‘ifigefficiency of the commercial_systems.
“y?gtg 3ﬂif‘f Theiedvent of long-range, highly destructive warfare, including -
' ';inteneive infiltration by subversive elements, will require greatly -
‘fincreesed defensive ‘measures on the part of both military and
‘&i?;-civilian agencies.\ The impact of this_increase on the domestic
| ’communications facilities'of the nation has not been fully'deter- ﬂ
‘mined, but may reasonably be expected to be of conSiderable pro=

portion. A

Rt

Instrumentalities now exist which provide that in time of war
o or national emergency,'the total telecommunications resources of the
: | ﬁ nation can be placed at the disposal of the government. The Military
P Services are mindful, howover, that any sucoessful prosecution of a

- lwar,effort will require that all sgencies contributing to this effort
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be afforded use of those facilities on a just and equitable basis, and

in addition, must insure reasonable safety, comfort; and security for- -

- the civilian populace, To this end, the Military Services believe

that the dome.stic comminications systems of the United States should:

be as efficient and dependablé as sound engineering, reasonable economy
.aﬁd‘good operating practices will alloﬁ, and thatAtheir-6a§éé£fyAs£ould
reflect not only the ability to handle greatly increased wartime Qolumeﬁ
bﬁt meximum flexibility in torms of as many alternate routings and types
of facilities as can be had consistent with the ability of the commer-

-elal companies to realize a reasonable profit from their investments.

1
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ment and develdpment of United States sea commerce ig to take place -~
“aconomically and realistically,

/
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'APPENDIX II

UNITED STATES POLICY FOR RADIO
AND ELECTRONIC AIDS FOR MARINE HAVIGATION

The national security, the nation's sea commerce, and the assurance of ade-
quate safety of life and property at sea require an efficient, integrated,

standardized system of radio and electronic aids for marine navigation. - -

A multiplicity of new radio and electronic devices and systems pogsessing
potential applicability for marine navigation have been developed during
recent years, both at home and abroad. In fact, the devices and systems
which have been developed and made potentially available as aids to navi-
gation are so numerous that standardization is mandatory if the encourage=~

—

In congequence, it is vital to the national interest that the United States

play a leading role in the development, investigation, selection and stan-

 dardization of a world-wide gystem for marine navigation. This role should

be played at the earliest practicable moment consistent with open-minded~

_ness and sound technical judgment dirocted toward the attainment of opti-

mum results, with due consideration for the cost to ship operators belng

~ kept as low as practicable,

An open-minded attitude shall be maintained toward novel systems and de=

vices which eventually may develop to be superior to existing systems.
This attitude, however, shall not bo permitted to retard the adoption of
a world system based on systems already proved and in wide use over a

large part of the world's waterways.

. To gimplify standardization, to effect the greatest ecomomy in operation

"I, Navigation

‘and to further the most economical use of the radic spectrum, the joint

use of radio aids by both air and sea eraft is hereby advocated where
mutuallxagdvantageous.

The policy contained herein is applicable for domestic guidance as well

"ag for usc as a basis for international discussions on standardization

of devices, systems and performence.

For tho present and at least the immediate future the following devices

~ and ‘systems are advocated as being practicable.

",  Anti-Collision.
. Thé uge of radar shall be encouraged .in order to erhance safe

[}
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B. Pogition Fixing,
"1, Distances over fifty miles.

(Aid to ocoan navigation requiring accuracy of 1% and
allowing 15 mimitos to obtain position fix.) '

(a) Loran - This system shall be continued, improved
and expanded, o

(b) Shipboard MF/DF with radiobeacons (useful up to
- 200 miles). This system shall be continued
improved and expanded. ‘ :

R ‘Distancés between 50 and 3 miles.

PN

(Aid to approaching land, coastal navigation and port . -=v
approach requiring ono-half mile to 200 ynrds accuracy -
“and allowing 5 minutes to one-half minute respoctively
_~ . ‘%o obtain position fix.) -

o . ~ (a) Shipboard MF/DF with radiobeacons. This system
K .+~ ' ghall be continued, improved and expanded.

VT - (b) Shipboard radars, Their uso shall bo encouraged
e and the devices shall be improved.

.. (e) -Radar aids, both activo and passive. They are
=R ' necessary for the special marking of navigational
.7 =.77 0+ aids, dangers and shore features, ‘to facilitate
S “identification by radar. ' Thoir further develop=
A ' ment for purposes of operational evaluation should. .
be continued, o LT :

B = ; :~‘jﬂ?_i,';ga;glﬂDistances loge than 3 miles, ' R

- Vf§.:  ;;3;4f(Aid»t6'harbor entrance requiring 50 yards accuracy and
- _instantancous position and track fixing.)

4" "' (a) Shipboard radars (high resolution). Their use
e e o " aghould be encouraged and the devices shall be
- improved.

: . (b) Radar aids, both active and passive. Thoy are
A '~ .. necessary for the special marking of navigational
L ©. . aids, dangers and shore features, to facilitate
© identification by radar. Their further develop-
;- . ment for purposes of operational evaluation should
4 - . .7 be continued. e -
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(¢) Shipboard WF/DF with radiobcacons. This system
shall be continued, improved and cxpanded.

II. Harbor Control and Harbor Communication.

A,

~I1I, Fregﬁencios;

- The Unitod States shall advocate the internatibnal standardization of
frequency allocations for use or operational evaluation with respect -

Harbor Control Radar.

This servico shall be provided as roquired,

Harbor Gontrol Communications,

-VHF Radiotelephono channels for harbor control purﬁoses
shall be provided. Tho channels and modulation should be
gtandardized internationally.

to the above devices and systems.

" It is believed that the frequency allocations recommended to the De=
partment of State by the Interdepartmental Radio Advisory Committee
‘and tho Federal Communications Commission will meot the operational

“"and technical requirements of the radio navigational devices and

”B.

A,

"/”"?&;ﬂaysggms_herein designated. Those are as follows:

" Shipboard Radar: . 3000 to 3246 Mo

| 5460 to 5650 Mo
e 9320 %o 9500 Me
fRadar Bea#ons; ‘: _ ' " _3256 Mcs £ 10 Mc'.k ‘"
Tl 5450 Mes £ 10 Me

N

. 9310 Mes £ 10 Mc

Loram:. ~ 1800-t0 2000 ko' -
 IF/WF Radiobeacons © 280 to 320 ke
' Harbor Control Communi- . _
cations in the Band: - 152 to 162 Mc
T 5 ‘,: PR R
e o
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APPENDIX TIT

UNITED STATES NATIONAL POLICY ON ELECTRONIG-- - =
LONG-DISTANCE AIDS TO NAVIGATION*

POLICY _ -

1. The policy of the United States in respect to eloctronic long-dis-
tance aids to navigation is as follows:

"

"a. The United States will support and ‘promote a gingle system of
clectronic long-distance aids to navigation for United States and
world-wide standardization, :

. ‘m. At the prosont time tho alds which the United States has
S o ‘ adopted and now supports and promotos are Loran and high-powor
LI/MF Non-Diroctional Beacons in that order of preforence.

B (1) "Loran" is considered as one type of aid regardless of
the frequency employed. )

(2) Loran will be continued, improved, and expanded to provide
- needed coverago., The choice of a frequency for Loran installa=-
- tions in any particular area will be governed by the roguire-
nents to be met and the frequencics available in that arca.

(3) TWherever it is technically, cconomically or aperationally

‘dosirable, the Unitod Statos supports IF/MF Non-Diroctional
“.Boacong of sufficiont powor to meot requiremonts in a spocific
Co e aTea. ‘ -
P L o ;‘(4). Rocognizing tho speciasl recommondations set forth in At~
SN v T L tachment A of the draft document, MAnnex 10 to the Convention

- s " of International Civil Aviation," during the interim period

the continucd usc or cxtcnsion of othor systems will not be
S ~accoptable if such system or.systems require airborne or ship-
N . borne. equipment in excess of, or different from,that required

Yoot ot o for tho use of Loran or LF/MF NonrDirectional Beacons,

¢, Tho United States will take the necessary steps to obtain and
maintain at all times the qualitative and guantitative data by which .
] the choice of electronic long distance aids to navigation can be
% determined and furthored internationally.

. *Approved by TCG . (Document No. 557), Jamuary 31, 1950 |
o Approved by AGC (Document No. 58/5D),, April 19, 1950 . . .
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APPENDIX IV
- REFERENCE SHI

I. Genoral Tolecommunications Policy

11,

] A',

A,
B,
C.

D.

E.

T,

Public Communications=--Purpose
Public Communicationse=Policy

Notional Defense

310.

AT

" Communications Act of 1934

Now

- Executive Order #8546, dated

Septembor 24, 1940, deofining
functions and duties of Defenge

. Communications Board

Safety at Sea

Safety in the Alr

International Communications

Specific Policy Actions

3 Telegraph:{t
NN - I i

- Aeronaubical -
- Maritime :

Amatewr

Radio Froquencies

' Radio opectrum Utillzation

Mlscellaneous e

leed

United States Policy for Radio
and Blectronic Aids for Marine
Navigation, 1947

Air Coordinating Committee

Document 58/5D, April 19, 1950

Pregent practlce

1. Atlantic City Convention
2. IRAC Report o Subcommittee
of the House Committee on Intere

‘gtate and Foreign Commerce,

8lst Congrogs, 2nd Session

Proposed

" Atlantic City Convention, Art, 42
- -Atlantic City Radio Regulations,
. Sections 396 and 398

- Atlantic Gity Radio Regulatlons,
~Article 27 -

Atlantic City Radio Regulations,

JArticles 5 and 33

Progent Practicao

.U. S, proposals to International

Telegraph and Telephone Con-
forence, Paris, May-August, 1949,
(Report of Chairman.of U, S, Dele-

'”gatlon, dated Oct Bl 1949)
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Military Statemont re Domestic U, S, Communications,
(Department of Dcfcnse)

WUnited States Policy for Radio and Electronic Aids
for Marine Navigation," Prepared by an ad hoc
comnittee headed by Admiral Merlin O'Neill, U.S.C.G.,

and representing all major U, S, marltnmeglnterests;~§**'” -

Approved by the Telocommunications Coordinating
Commlttee on Septembor 4, 1946, TCC Document 112,

ACC~ TCC ‘Document on Electronlc Long-Dlstance Aids
to Navigatlon. .
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HISTORY AND ORGANIZATION

President's Communications Policy Board

Shortly after the éppqintment 6f the President's Gommuni—
cations Policy Board on February 17, 1950, thé Chairmun came to
Washingtop to diseuss plans and programs with officials in the

Executive 0fflce of the President. . ‘

On March 10, the Board held its flrst meetlng in the offices~

of the Federal Communications Commisgsion, Federal agencies con=

cerned with telecommunications problems were represented. The

meeting was devoted to a review of specific issues related to the

" Board's mission."At this meeting, the Signal Corps invited the

i

Board to set up its offices in the Pentagon, and ﬁndertook 1o pro~
.-‘vide necessary administrative services, During the next;month, the
aBoard commenced organization of its staff,. |

The Board held'59 sessions, Procedure was Lnformal and off

S e

:\the reqbrd.' Much of'thé time in these sessions was spent in dis~
" cussion and analysis of major-telecommunicatibns probleﬁs'and
. pollcies with speclally qualified people in Government, in 1ndustry,

vand in private llfe. “This procedure enabled the Board to secure a

- meximum of pertinent data in minimum time.

T % 2 The Board also requested and received formal stetements on

| thé';asues before it from a large number of Government and _private

R B
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officials and experts, Members of the Board and its staff drew
Heavily on these and other sources on an informal basis as well,

A small and;higﬁly,competent professional staff was set up
to make detailed studies and analyses of telecomminications polli-
ciés and problems., |
- The‘Board’wishes to express its indebtedness to Ghar%es‘A. He

Thomson, Staff Director and chief executive officer, fof;his effecm

. tive management of the staff work of the Board, It alsc wishes to
- thank Fred C, AleXander; who ably organized and directed the technical

- studies, particularly on frequency utilization, which have contri-

buted so much to the raport;

Other senior members were William E. Plummer, William F.

«Quﬂ;nners, Ralph O. Smith, Ernust G Shaffar, and John J. Keel,

L 'These senior members were. asglsted by Julla M, Gilbert and
'.Charlotte Hazard, Margaret J. Myers/and'Dorls Gates served as
"Secretary to the Board., OCarol Ashworth, Robert J, Bames, and

) Betty T. Walters gave secretarial and clerical assistance,

F. G. Fassett, Jr., and Charles Schwarz gave special help in

2 ‘wrltlng and edltlng “the report.

- AL members of the Staff contrlbuted time and _energy. beyond -

' 7any normal call to duty, and in a very real gense shared in the
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"The Board contracted with Ford, Bacoo and Davis, engince.;
for a study of the economlcs of the record communications industry,
‘and with Dr, Bonnar B. Brown of the Stanford Research Institute
.for special economic consulting service.

Many Government departments and agencies~-in particulary

i} T . the Federal Communications Commission, the Department of Defense,

*ihe Department of State, and the Department ‘of Commerce~~made
Qu- avallable a large mags of detailed informdtlon about telecommunica=
" tions operations and policies. These agencies prepared spoecial
reports.for the use of the Board which permitted a more como}ehen-
f_oive view of the telecommunications system of the country than had

_l.previously'been available‘in.any one place.

Wlthout thls opportunlty to tap speclal resources, the Board

s o completlon of its roport.

B * * * * *
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